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Portrait of a Wheel. Stereotypes change. The standard 
caricature of the old-time capitalist as a frock-coated, cigar- 
smoking bull-o’-the-woods, indelicately surrounded — by 
money bags, gave way in time to new symbols of the execu- 
tive—the battery of telephones, the panel of pushbuttons, 
the jittery temperament, and hair-trigger decisions. Today, 
the all-too-common picture of the executive, as he appears 
in TV dramas, novels, etc., is far more tranquil—almost 
unnervingly so. Though he asserts his own individualism, 
he is depicted as depriving others of theirs—a molder of 
organization men and champion of conformity, whose special 
talent is his ability to manipulate others. These and a 
number of equally harsh attributes that have somehow at- 
tached themselves to the popular image of the businessman 
are thoughtfully analyzed by Wayne G. BrogEHL, who 
provides some sensible and constructive recommendations 
in this month’s opening feature article, Management Faces 
Its Critics. 


Are Foreign Operations for You? Some companies that are 
rushing overseas should never have left our borders, declares 
MarTIN M. REED, President of Harris Intertype Corp., 
and others that are sitting tight should be reaping profits 
from foreign operations right now. His article (page 13) 
should help any company take stock of its own position on 
this vital question. 


Management by Objectives. No one disputes the import- 
ance of establishing management objectives, but how many 
companies actually use them as an effective means of man- 
agement control? The article on page 26 tells how to set 
realistic performance goals—and make them work. 


“He's in Conference—Again.” Is this meeting necessary? 
Pitson KELLY’s article on page 20 offers new hope for 
every executive who’s ever asked himself this question— 
and it may be worth passing on to those who apparently 


never have. 
—TueE EpitTors 





















NOVEMBER 1969 
Volume XLVIII, No. 11 





ms | 
MANAGEMENT 
REVIEW | 





FEATURES 


4 Management Faces Its Critics 


by Wayne G. Broehl, Jr. 


~ 


2 Is This the Time to Go into Foreign Operations? 
by Martin M. Reed 





20 Another Conference? Quantity and Quality Control 
for Meetings 


by Pilson W. Kelly | 


26 Management By Objective: Some Principles for 
Making It Work 
by Edward C. Schleh 


BUSINESS DIGESTS OF THE MONTH 


Trends and perspectives 


34 The Crisis in Basic Research (Think) 

40 Symbols for Sale (Harvard Business Review) 

44 Problems of the Computer Age (Office Management) 
54 Stock Market Fever (Challenge) 




















Management policy and practice 
37 Industry’s Big Plans for Capital Spending (Newsweek) 


48 New Life for Joint Ventures 
(Dun’s Review and Modern Industry) 


57. Parkinson’s Law for Paper Work 
(The New York Times Magazine) 


76 Comprehensive Health Insurance—Answer to Rising 
Premium Costs? (The Wall Street Journal) 


Operating guides for executives 
51 Am I in the Right Job? (Nation’s Business) 
60 What Makes Salesmen Sell? (Industrial Distribution) 


64 Taking the Guesswork out of Media Selection 
(Management Methods) 


What others are doing 
68 Supervisors Are Made, Not Born (Employee Relations Bulletin) 


71 New Uses for Closed-Circuit TV 
(Management and Business Automation) 


73 Personnel Services for the Asking (American Business) 
DEPARTMENTS 
Also Recommended—page 79 
Brief summaries of other timely articles 
Survey of Books for Executives—page 83 
Cover photograph: H. Armstrong Roberts 





Harwoop F. Merrit, Editorial Director 
VIVIENNE Maroguts, Editor 
Rosert F. Guper, Managing Editor 
Peter Rep, Digest Editor 


Jutret M. HALForp LypIA STRONG 
Book Review Editor Contributing Editor 


Grace T. Compton, Editorial Assistant 


THE MANAGEMENT REVIEW is published monthly by the American Management 
Association, Inc., at 1515 Broadway, Times Square, New York 36, N. Y. Entered 
as second-class matter March 26, 1925, at the Post Office at New York, N. Y., 
under the act of March 3, 1879. Second-class postage paid at New York, N. Y. 
Subscriptions: $7.50 per year (nonmembers. $12.50). Single copies: $1.00 (non- 
members, $1.25). Volume XLVIII, No. 11, November, 1959. 

Changes of address should be forwarded to the publishers six weeks in ad- 
vance and postal zone numbers should be included in all addresses. sed 

The American Management Association does not stand sponsor for views 
expressed by authors in articles issued in or as its publications. 

An index to THE MANAGEMENT REVIEW is published annually with the December 
issue. The contents are also indexed in the Industrial Arts Index. THE 
MANAGEMENT REVIEW is microfilmed by University Microfilms, Ann Arbor, Mich. 


Copyright © 1959 by American Management Association, Inc. 



























































Management Faces Its Critics F 















































| 
HI 














Hh 
































| 





\ 





| 























' 











TITTTTT 




















— ——$—$_———_ _ 
—— — -——__< 
— ——— , —— a 
— —_— ——— 
— a = ——————— > ——+ 
o— - $$ 
SL Ts ———— -— —- 
—— : 
—- = —EE——— 





Ml 
Hl 








| 





jt! 








\ 























. 


Ni 











i 








| 


















Mh 















| 
| 
| 








Wayne G. Broehl, Jr. 


Professor of Business Administration 


The Amos Tuck School of Business Administration 


lr THIS CAN FAIRLY BE SAID to be an “Age of Anxiety,” the 
American businessman might well find himself in the vanguard 
of the self-conscious. Increasingly, during the past half-dozen years, 
the business firm and its managers have become targets of the 
astringent pens of the novelist and the social critic. If the executive 
switches on his television set in one of his rare moments of relaxa- 
tion, he is likely to see an exposé of big business and its pressures; 


at cocktail parties, he is sharply questioned by his friends outside of 
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business about “organization men” and “business conformity.” Dis- 
turbed by this pervasive attack, many businessmen ask, “Why? Why 
should I, of all people, be so rudely treated?” 

Although there are many parallels between past business criticism 
and today’s attacks, it is the contrast that is striking. Here lies the 
root of frustration for most business leaders. Generally, past critics 
concentrated on easily discernible faults. Many of these alleged 
missteps were those stemming out of economic relationships: stocks 
were watered, commodity supplies were manipulated, competitors 
were bankrupted. Often practices were dictated in whole or in part 
by the market place itself. Even when the attacks were leveled 
more personally on the business leader himself, they were pointed, 
direct, and readily recognized and defended. The differences then 
often muckraking—between the 





settled down into a running battle 
businessman’s public relations staff and the critic. 


THE ATTACK ON BUSINESS 


But this simplicity and directness is patently not true today. 
Probably never before in the history of the country has the business- 
man been as ethical on the larger issues of business morality. Never 
before has he accepted as readily extra-business responsibilities of an 
amazingly wide variety—church and charity drives, aid to educa- 
tion, and government service. But with all this responsibility, 
morality, and service have come new and increasingly baffling 
attacks—attacks that seem to dismiss all these virtues with a wave 
of the hand. The businessman is told that he is destroying indi- 
viduality by stamping everyone his “organization man.” He is chided 
for not allowing creativity. His products, to his mind the finest he 
has ever produced, are challenged as being brassy, materialistic, 
downright inane. He is accused of insidiously creating artificial 
demand by deliberately building in excessive “planned obsolescence.” 
His advertising campaigns are figuratively thrown onto the analyst's 
couch to be probed for any “hidden persuasion.” His public speeches 
on topics dear to his heart are greeted by derisive taunts, not only 
from quarters he expects—labor in particular—but also from those 
he thought were highly sympathetic—even from some of his own 
group. In short, he is being attacked on a broad front and by @ 
wide range of critics for faults that he cannot put his finger on, 
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cannot measure, and cannot readily fight. His bewilderment mounts, 
and he is hurt by the accusations without knowing what to do about 
them. 


TENOR OF THE TIMES 


Parts of this attack reflect the general tenor of the times and 
are the result of forces of such breadth as to be largely a function of 
society's values, rather than an individual’s. The outstanding post- 
war economic progress of the United States has brought many mis- 
givings, perhaps Puritanical in origin, as to whether material success 
can be equated with spiritual serenity. This is not just a concern 
of this country or this age; materialism has both promised and 
plagued man since his beginnings. The surprising best-seller status 
of a book on economics—John Kenneth Galbraith’s The Affluent 
Society —is probably a symptom of the heightened interest in these 
plagues. But such a swing in values reflects forces much beyond the 
control of any institution, business or otherwise. 

Cold-war pressures undoubtedly have heightened the anxiety of 
many Americans and have led to a number of unreasoned tensions. 
America has been thrust uneasily into a position of world leadership, 
and business has been cast for an unsettlingly major role in this 
leadership. America is a “business society,” and military buildups 
are inevitably intertwined with business activity. Again, business 
can do little toward redressing perspective—in many eyes, both 
foreign and domestic, it represents America today as does no other 
single force. 

Other reasons external to the business community have also 
pushed it unwillingly but inexorably into the limelight of public 
criticism. But the businessman is more interested in determining 
which criticisms are caused directly by his own slips. And, if 
current business interest in these questions is indicative, he wants 


to do something about them. 


THE GROWING POWER OF BUSINESS 


Perhaps the first step is to obtain a clear understanding of certain 
inherently sensitive areas. Businessmen must initially recognize a 
blunt fact: they have been projected into positions of great power. 
This power is not alone economic—control over wages, community 
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payrolls, sources of supply—but also substantial power over peoples’ 
personal lives. The growth of the decentralized, multiplant com- 
pany has brought extensive and continuing relocation of families. 
Roots in the community are often subordinated to ties to the corpora- 
tion itself. Often the company’s new plant will be built in a smaller 
town, with consequently larger impact on the local economy and 
social pattern. In short, the corporation is no longer “just a place to 
work” —it is becoming part of the family. 

The mushrooming allusions to the “organization man” are a case 
in point. The flabby word “conformity” is seldom defined with 
clarity, and the arguments are often ineptly put. But the fact that 
these attacks are hit-or-miss and incoherent does not minimize the 
problem. If one were to ask any businessman if he had any “yes- 
men” in his organization, he would become righteously indignant. 
But there are many ways to say “yes” short of the bald one, and 
conformity in thinking can insidiously grow almost without the 
realization of the manager. 

Fortunately, in recent months the business leader himself has 
begun to discuss publicly the problem of business conformity. This 
is refreshing, and hopefully should decimate some of the more in- 
sinuating attacks. Crawford Greenewalt, the president of Du Pont, 
devotes an entire chapter to this issue in his recent book, The 
Uncommon Man. 

But many business-based rejoinders still miss the mark in lightly 
dismissing the possibility of excessive organizational influence. 
Again, the fault may be rooted in society itself: We are, it is said, a 
people of “other-directedness,” strongly influenced by group and or- 
ganizational pressures. The businessman cannot be blamed for this, 
but neither can he blandly dismiss the issue as “certainly not true 


in our organization.” 


THE PERILS OF PRIVILEGE 


With the growth of business power has come a welcome but 
potentially dangerous accoutrement—privilege. This privilege, eco- 
nomic and social, is rightly deserved under our system of values, 
and no one can easily demean the accomplishments of the American 
businessman that have led to it. But the point is, it is still a posi» 
tion of privilege. Irrespective of how well deserved a privilege may 
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be—even if it is earned a hundred times over—it always will be 
subject to attack by those who do not share it. This basic fact of 
human nature does not call for apologetics, but it does caution the 
holder not to put himself in such a position as to seem to flaunt 
his privilege. 

A case can be made that this is just what has happened to the 
businessman. By constant reiteration of a few of his most sacred 
tenets, he has unwittingly and foolishly put himself in the position 
of flaunting privilege. This is pointedly illustrated by business 
attitudes toward executive salaries as they are affected by progressive 


income taxation. 


PRINCIPLE—OR SELF-INTEREST? 


The public has been treated to a barrage of figures pointing to 
top management salaries paid in the past few years. To be sure, 
business itself has not courted such publicity. But high remunera- 
tion is always news, and these salaries are astronomical in terms of 
most people’s incomes. There are a host of sound arguments why 
they are not only well deserved but essential to preserve the vigor 


of competition for top talent. But when in the same breath the 
business leader sonorously and endlessly attacks the progressivity 
and depth of the income tax, he lays himself open to deserved 
accusations of crocodile tears. Any person (or group) must speak 
out forthrightly for what he stands for, and this situation is no ex- 
ception. But when the matter of principle is also a matter of personal 
privilege, a privilege deserved but nevertheless high in degree, the 
businessman must exercise caution lest he trip on the mantle of 
self-interest. 

The arguments against the highly progressive income tax need 
continually to be made, for the short-term political temptations to 
“soak the rich” must always be balanced against the long-term 
damage to initiative. Recent business writers have rightly recog- 
nized that high income taxes do not substantially inhibit the initia- 
tive of present executives—they work just as hard irrespective of 
how badly they are hurt by taxation. But these same writers are 
also correct in viewing with alarm its effect on the future business- 
man—for example, the business school student. 

Perhaps these arguments should be articulated, at least tactically, 
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by someone other than the individual businessman or partisan busi- 
ness group. This flies in the face of the principle that every group 
must champion its cause, lest it be lost by default. Yet the fact re- 
mains that business as a group has seriously damaged its position 
on the income tax question by its very reiteration. No trade asso- 
ciation speech is complete without reference to such hallowed 
phrases as “deadening of initiative,” “preservation of vigor,” “security- 
mindedness.” That these are fast becoming clichés is due not to 
their lack of validity, but rather to their overusage. In truth, there 
are probably enough people outside of business who understand the 
stakes to protect the needed initiative and incentive. If we were to 
declare a one-year moratorium on any such speech by a business- 
man, a most refreshing wind would emanate from the year’s busi- 


ness speeches. 


BUSINESS AND POLITICS 

But where might the businessman realistically turn his efforts? 
And on what public issues should he concentrate his energies? 
A clue may well have been given in just the past few months. 

The 1958 election results were a profound shock to a great many 
conservatives—which includes most businessmen. Business journals 
have resounded with exhortations for businessmen to step up their 
political activity, make their voices heard, and advance the cause of 
conservatism lest it become senile and moribund. 

Serious consideration of this thesis points to both promise and 
danger. If the political philosophy espoused by the businessman is 
oriented out of narrow selfishness—if it only defends vested interests 
—it will succeed in putting into permanent limbo the whole con- 
servative philosophy. If, in the process of this new resurgence of 
business in politics, the businessman is irrevocably connected with 
the right wing of the Republican party, the political effectiveness of 
both the party and the businessman will soon be minimal. But if, 
regardless of party label, the businessman can increasingly speak for 
conservatism itself as a critically needed point of view, he will per- 
form a service for the American system of politics. 

The ingredients of this “new conservatism” are hotly debated to- 
day. Indeed, the pundits, political and otherwise, threaten to de-, 
bilitate the very word even before it achieves the respectability of 
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being a political concept. The following thoughts, therefore, are 
confined narrowly to possible roles of the businessman as a con- 
servative. 

Beyond the inherent tendency toward self-seeking partisanship 
(a fault certainly not confined alone to businessmen), possibly the 
most disturbing fact is the businessman’s lack of political courage. 
He has often been accused of being unwilling to take a stand on a 
sensitive public issue, unless it be directly in the field of economic 
activity. Experience to date would seem to show that the charge has 
real bite. As Time magazine recently put it, “Few businessmen 
shrink from political action in cases that directly affect their indus- 
try, e.g., for higher tariffs on imported textiles. But most executives 
shrink from open support of political parties for fear of offending 
customers, stockholders, or powerful public officials.” Few business- 
men, for example, have taken any significant public stand on the 
desegregation issue, although it deeply affects plant-community and 
employee relations. 

Compounding the problem (as pointed out by Andrew Hacker in 
a recent Fund for the Republic monograph), the top management 
man has tended to stifle any such interest shown by people in his 
organization. Hacker holds that “it is increasingly apparent that 
younger employees of corporations shy away from participating in 
either party. At first this avoidance may be based on the fear of 
jeopardizing their careers, but in time ‘being non-political’ simply 
becomes an aspect of their careers.” 

Such a dark picture of corporate political activity, if essentially 
true, is most unfortunate. The American businessman tends by 
nature to be conservative, but not by nature reactionary. If he be- 
comes willing to participate widely in public issues as a conserva- 
tive rather than as a representative of vested interest, he will per- 
form a fundamental service for the country (just as the liberal— 
the union leader, for example—could do the same if he reduced 
the element of “dogmatic liberalism” in his own code). 


SELF-RIGHTEOUSNESS AND SANCTIMONY 


One more point bears emphasis. Inherent in ail of the above 
points is an undertone of self-righteousness, an attribute that the 
businessman often tends to embrace. It is undoubtedly true that 
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he is moral, smart, and right as much of the time as any group. But 
we need not be told that this is so in every public utterance of busi- 
ness. 

In its dealings with employees, for example, management has 
been known to be less than forthright on occasion. Most business- 
men will acknowledge that there are times when a superior or self- 
righteous attitude covers what amounts to management’s lack of 
honesty. The pay raise that cannot be afforded, the technological 
improvement that will not cause unemployment “in the long run,” 
the recession that will not affect the company’s staff—these claims 
may often be the whole truth, but they are rhetoric, evasion, or 
half-truth in enough instances to engender among employees a basic 
distrust of anything management has to say. 

In its dealings with the public at large, also, it sometimes seems 
that the public relations staff can let the businessman do no wrong. 
It may be a soft sell (perhaps, as Robert Heilbroner says, an 
“invisible sell”), but nevertheless, it is still a sell. 

In spite of a basically honest public relations effort in recent 
years, the public mistrust of the public relations efforts of business 
is profound. The reason for this may be less in the shortcomings of 
the public relations office than in the shortcomings of what the 
office is told to relate. If the top management is sanctimonious, 
little can be done to overcome the inevitable mistrust. As right as 
a self-righteous person may be, the public still can detect the note 
of sanctimony, and people since the beginning of time have had a 
distaste and fear of the overly pious. The business community's 
reaction to the recent McClellan hearings on the abuses of the 
labor union is perhaps a case in point. 

So in this very special sense, the maxim “honesty is the best 
policy” takes on a new meaning. When the businessman is willing 
to speak forthrightly in these terms, he will have gone far to meet 
some of the basic criticisms of American business life. 





THE WHOLE WORLD is learning that treaties, constitutions, ordinances, 
and bonds are good only to the extent that they are made coincident with 
basic human relationships which have the approval of that sensitive, 
quick-acting, and dominant power, the public opinion of the world. 
—Owen D. Young 
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Is This the Time to Go into 
FOREIGN OPERATIONS? 


a Martin M. Reed 


President, Harris Intertype International 


G LOWING REPORTS of expanding markets overseas have apparently 
evoked widely differing reactions among United States companies. 
Some companies that are rushing overseas should never have left our 
borders—and some that are sitting tight should be getting into for- 
eign operations with both feet to take advantage of opportunities 
that will contribute to their continued growth and might even be 
essential to their survival. 

This is the time for companies that are not currently engaged 
in overseas activities to take stock of their situation and answer 





This article is based on an address delivered by Mr. Reed before a recent 


AMA International Management Division Seminar in Chicago. 
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some important questions: Should we get into foreign operations? 
If so, when should we start? What type of activity would be most 
profitable? Where should it be located? And, finally, what do we 
need to make it a success? 

There are three basic reasons why a company should consider 
overseas operations: 

1. The applicable facts support a conclusion that such activities 
by that company will be profitable per se; 

2. A need exists to compete with foreign companies in their own 
back yards, making the same products or performing the same activi- 
ties; 

3. The American company must import products made abroad 
in order to contimue to compete with the prices of domestic or for- 
eign products being sold competitively in the United States. 

An additional reason for considering overseas operations is that 
development in the United States is in many cases spurred by licen- 
sing, manufacturing, and sales activities abroad. Ingenuity and 
inventiveness in research and product development are not con- 
fined to the United States. If an American company is manufac- 
turing and competing abroad, it is forced to keep abreast of foreign 
developments in all areas related to its products, and it is in a posi- 
tion to pass the results of such research activities back to the parent 
company. 

Finally, exchange of trade opinions and ideas is so universal 
today that a large company often finds it necessary to establish and 
maintain a competitive and prestige position in its industry on a 
world-wide scale in order to give solid support to its competitive 
position in any one country—including the United States. 


WHO BELONGS OVERSEAS? 


What companies, then, should be turning their eyes abroad? It 
seems clear that any company that feels it would have a profitable 
market abroad or that is suffering because of the importation into 
the United States of lower-priced foreign goods, or that recognizes 
the importance of maintaining its position in this one-world era in 
which we live should be conducting activities abroad—or should at 
least be giving serious consideration to them. P 

International operations are a normal, logical, and necessary ad- 
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junct to domestic activities. It is becoming increasingly impossible 
for an American company to adopt five- or ten-year objectives for its 
over-all operations without fully considering the industrial, economic, 
and sociological changes that are likely to occur over that same 
period in countries abroad. 

The only three factors that could seriously affect the inroads of 
foreign competition in America would be: 

1. A basic change by government fiat here or abroad that would 
result in revaluing certain basic foreign currencies upwards in rela- 
tion to the dollar. 

2. Sharp increases of labor rates in such key industrial countries 
as Germany, Japan, the United Kingdom, Italy, the Netherlands, 
France, and Belgium. 

3. An increase in our own tariffs in product areas where Ameri- 
can industry is suffering. 

The possibility of any of these eventualities transpiring soon or 
in an important way is not strong enough to justify delaying the 
initiation of foreign activities that would otherwise be sound 


ventures. 


THE MYTH OF U.S. SUPERIORITY 


It has often been suggested, particularly by our government, that 
American industry should be able to offset any price disadvantages 
through accelerated product research and development, patents, 
and production skills. Nevertheless, it is no deprecation of Ameri- 
can ingenuity and inventiveness to point out that we would be foolish 
to underrate research and development abroad. Foreign competitors 
are already able to maintain and expand active and productive re- 
search activities. In the area of productivity, we have charitably dis- 
closed to foreign production teams and individuals our most ad- 
vanced manufacturing methods—and our guests have been apt 
pupils. Consequently, our margin there is no longer an unsurmount- 
able barrier to competition from abroad. Moreover, the margin that 
does remain is not as marked in production areas that are not sus- 
ceptible to extreme automation and that continue to require a high 
labor input. There is good reason to question our wisdom in relying 
upon ingenuity in research and production to bail us out of the 
situation in which we now find ourselves. 
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This is not to say that we can dispense with research and produc- 
tion efficiency if we decide to operate abroad. The problem of for- 
eign competition will not be met by active research alone, nor by 
superior plant productivity alone, nor by patents alone, but neither 
will it be met by plant location alone, by tax benefits alone, or by 
low labor rates alone. In today’s close competition with well- 
managed foreign companies, we must have the advantages avail- 
able in all of those areas to be successful. The mere act of going 
overseas will produce no benefits of a lasting nature unless we build 
into the foreign operation all the management techniques and skills 
available to us and operate abroad just as efficiently as we do 
domestically. 

Unless we plan to transplant management techniques to the 
greatest extent possible, it would be foolhardy to start activities 
abroad, whether they be sales, manufacturing, or both. Before the 
decision to initiate overseas activities can be made, therefore, it is 
important to know when the company is able to give such a project 
the planning, the policy guidance, and the management attention 
it requires. Only in rare instances will anything good and lasting 
come from an orphan project overseas. 


WHAT TYPE OF OPERATION? 


Usually, a domestic company gets into an overseas activity by 
exporting its products through dealers abroad. Then it begins to 
look for ways to meet practical problems it encounters—such prob- 
lems as the inability of a dealer to finance his sales and inventory 
or his failure to train and maintain adequate sales and service per- 
sonnel in his market. When such problems arise, many companies 
turn to a wholly owned sales subsidiary, or, if the cash involvement 
would be too heavy, to a partial ownership or a joint enterprise. In 
some countries, a substantial investment may not be justified; when 
they are closed to imports from the United States for one practical 
reason or another, yet constitute an important local market, a 
licensing arrangement may be indicated. In all these cases, the 
timing of the initiation of overseas activities will be determined by 
the exigencies of practical situations requiring immediate and local 
attention. s 

When the overseas activity expands and it becomes necessary to 
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establish manufacturing, sales, and management centers for whole 
areas, additional considerations are involved. For example, if you 
were considering a production facility for all Europe, everything 
else being equal, you would probably locate it in the country that 
contains the largest domestic market for your products. At that 
point, however, you would undoubtedly also give careful considera- 
tion to the implications of the Common Market, the Outer Seven 
Market, the possibility of a South American Common Market, the 
Commonwealth market, and the growing competition from Japan 
and the Communist countries. Considerations multiply and develop. 


LOCATING OVERSEAS 


Here are some of the factors that should be considered in locating 
overseas activities: 

1. The extent of the market for your products in the country 
and the area involved. 

2. The likely effect of the various economic communities, present 
and prospective, upon the local operations. 

3. The tariff structure of the country. 

4. Financing available locally, and the size of operation con- 
templated. 

5. Taxes in the country. 

6. Soundness of local currency, and ability to remit profits and 
repatriate capital. 

7. Availability of required facilities at proper prices. 

8. Wage structure of the country and danger of inflation. 

9. Availability of required material and labor, executive and 
technical personnel, conveniences and facilities, and the degree 
of possible labor or political problems. 

10. Degree of nationalism and chauvinism. 

11. Special concessions, if any, to new foreign and domestic en- 
terprises. 

12. Business climate generally, and ease of doing business. 

13. Soundness of the government and relative freedom from 
antibusiness groups. 

14. Extent to which foreign ownership and control are per- 
mitted. 

15. Reputation of the country’s products abroad. 
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16. Possibility of the country closing its borders to your prod- 
ucts if a competitor first sets up a source of supply for competing 
products in that country. 

17. Whether or not you will be shipping your products back 
into the United States from your subsidiary abroad. 

These items have been listed without regard to their relative 
importance, which will vary with each country and with the circum- 
stances involved, particularly those relating to the nature of the 
activity. 

There is no easy answer to the problem of the location and nature 
of activities abroad. However, the record indicates that a company’s 
involvement in overseas activities expands in size and nature as 
time passes. Most companies eventually utilize manufacturing and 
sales subsidiaries, joint enterprises, equity interests, and license ar- 
rangements in combination to fit the circumstances as their opera- 
tions grow. 

It is obvious, therefore, that the nature of your objective will 
be an important determinant of what you do and where you do it. 


GETTING UNDER WAY 


Anyone who expects to land in Shangri-La at the end of his first 
business flight abroad will receive quite a jolt. Instead of being 
handed a gold-plated spigot with which to turn the easy profits on, 
and being met at the airport by a happy group waiting to help him 
and his carpet bag off the plane, he is likely to be met by tough, 
smart, and entrenched competitors, by other locals who will know 
that he wants to purchase facilities and will attempt to gouge him 
accordingly, by workers who believe an American subsidiary can 
and should pay higher wages and make more concessions than a 
domestically-owned concern, and by similar uncongenial types. He 
will quickly learn that the path to a successful operation is just as 
rough and difficult abroad as it is in the United States. 


ALL OR NOTHING AT ALL 
A foreign owned and operated company operating in its own 
country has certain natural advantages. To offset them, an Ameri-, 
can company must enlist top-grade management personnel and tech- 
niques, along with careful planning based upon known and under- 


NOVEMBER, 1959 7 











stood objectives. Once in a while a product will be so outstanding 
and have such an inherent competitive edge that it will support a 
period of flying blind in the management area; but the number of 
such products is extremely small, and there is no guarantee that 
yours is among them. 

In former times, there was a pronounced tendency to view for- 
eign activities as something apart and remote from the operations of 
the parent domestic company. If the circumstances happened to be 
just right, the venture grew and prospered. If the circumstances 
were less happy, the overseas operations were permitted to limp along 
because they were dear to the heart of some top executive in the 
home company who liked to go abroad every now and then. 

Happily, that day and that approach have almost disappeared 
under the growing weight of the knowledge that overseas territories 
are not someone’s playground, but rather the area where the battle 
for further growth—and, in some cases, survival—is being fought. 
Today it is largely accepted that foreign operations are a necessary, 
proper, and, if intelligently handled, prosperous extension of domes- 
tic operations, requiring the same quality of management, personnel, 


and techniques. 


EXECUTIVE SELECTION 


The field of labor relations experienced a mushroom growth in 
the middle thirties. Unfortunately, some of the early executives in 
that field were selected because “he likes people” or “he gets along 
well with people.” Naturally, that basis for-selection was changed 
in later years, and incompetent industrial relations managers were 
weeded out fairly quickly. However, industry got off on the wrong 
foot and did itself harm in those early days by placing itself in the 
hands of poorly selected and badly trained personnel executives. 

The same thing could happen in the area of overseas management. 
Foreign activities have a certain glamor about them and attract 
many men who feel qualified for management abroad because they 
have suitcases, like to travel, and speak a foreign language to some 
extent. For the general welfare of the growing American operations 
abroad, it is to be hoped that we do not, in this .area, repeat the 
experience of industry in the field of labor relations. A man will 
be a good executive abroad only if he has been a good executive at 
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home and has held his own in the domestic competition for advance- 
ment within the parent company. There are profits to be made 
abroad, but only through the same type and quality of management 
effort that produces profits here at home. 

Consequently, it is becoming increasingly clear that the first and 
basic attribute required in selecting overseas executives is general 
management ability. Only after that should industry consider the 
adaptability of the man and his family, his ability to live with the 
travel, his knowl- 


problem of extended—and often uncomfortable 








edge of customs and business practices abroad, and his related 
specialized knowledge. 

Fortunately, utilizing only high-grade top management in overseas 
operations will probably be made more feasible by the growing feel- 
ing that, at the operating levels, foreign activities should be staffed 
by foreign nationals wherever possible. This eliminates the need 
for American operating personnel, except for training and educa- 
tional visits on a functional basis, and curtails the need for executive 
personnel except at the top level, where broad direction, control, 
coordination, and liaison are necessary for a successful operation. 
In this way, many problems are avoided and many positive advan- 
tages are gained. 


THE MARKETS OVERSEAS 


In the expansion of its overseas activities, American industry is 
engaged in a major operation that is both defensive and offensive. 
It is defensive in that it is designated to protect our markets at home, 
and offensive in that it has as an objective the regaining of lost 
markets overseas and the opening of new ones never before available 
to us. 

It is not to be expected that all will be rosy abroad at all times 
and under all conditions. Monetary relationships change, economic 
conditions will vary from country to country, and from time to time 
governments change their positions vis-a-vis duties and other con- 
trolling factors as their political and economic tides shift. Never- 
theless, whether the next few decades will be considered good or 
bad for American industry will depend in many important respects 
upon the degree to which we are successful in exporting our capital 
and our peculiar skills in the area of business management. + 
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Another 
Conference? 


QUANTITY AND QUALITY CONTROL FOR MEETINGS 
= Pilson W. Kelly 


‘Tuene ARE THREE SCHOOLS OF THOUGHT on the subject of 
conferences. At either extreme are the pro-conference and anti- 
conference schools. What we might call the controlled-conference 
school, which seeks to apply Aristotle’s concept of virtue as the 
mean between two vices, occupies the middle ground. 

The usual occasion of an industrial conference is to solve some 
problem—often an important and pressing one. But sometimes a 
conference is called for what might be considered social reasons— 
to convene men from different departments, buildings, or cities, or 
to enable top management to present new policies and changes in 
policies somewhat more effectively than it could be done in print. 
Generally speaking, few people seem to object to the social uses of 
the conference; the battle grows heated, though, when it comes to 
the subject of problem-solving by conference. 


THE PRO-CONFERENCE POSITION 
The pro-conference forces, of course, are strongly in favor of it. 
Their approach proceeds on the gracious truism that none of us is 
quite so good as all of us, and it stems from the fact that the com- 











Mr. Kelly is in charge of methods and procedures at a prominent manufactur- 
ing company and is the author of “Memos that Get Across” and “Some 
Parables on Problem-Solving,” which appeared in previous issues of THE 
MANAGEMENT REVIEW. 
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plexity of modern business produces problems whose solution often 
requires men and women from many fields of learning—lawyers, 
accountants, engineers, and businessmen of sound acumen. In the 
view of this group, the conference is the best way to focus these 
forces upon the problem and produce a solution. It enables the 
company to survive, they feel—for what other way is there to solve 
a problem to which nobody has the solution? 

Furthermore, the pro-conference group points out, the conference 
is one of the high command's chief contacts with reality. One of 
the worst things that can happen to a company is for the top man- 
agement to dwell in an ivory tower, where only a few people have 
access to the imperial ear. Some otherwise superbly endowed com- 
panies have trickled away to mediocrity due to this. The conference 
enables top management to see its executives in action, to compare 
them, and to see changes in the individual men as they progress. 

In addition, argue the conference adherents, the conference 
serves as a “playing field of Eton” for the second- and third-string 
management teams, the top men of tomorrow. Quite often, when 
some additional information or explanation is needed, one of the 
lower-level managers is asked to supply it. If he performs well, giv- 
ing lucid, concise, helpful information, he is likely to be called 
again. Thus the conference serves as an importan: training ground 
for men down the line who have valuable things to ; ll. 

Members of the pro-conference school make a strong case for 
their methods. In companies where their views prevail, the confer- 
ence has become more than a major occupation—-it amounts to a 
way of life. Anyone who isn’t at a conference is likely to be coming 


from one or going to one. 





THE ANTI-CONFERENCE POSITION 


The anti-conference people concede much of what has been 
claimed by the conference adherents. They feel, however, that 
where conferences are very extensively used, they keep the company 
from being as prosperous, powerful, and efficient as it should be, 
and as it could become. 

Their objections are directed at the origin, nature, and conse- 
quences of the large-scale use of conferences. The reason so many 
conferences are required, they believe, is lack of method and sys- 
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tem, and the extent to which conferences are used is the measure of 
the degree to which management lacks adequate method. There 
are only a limited number of basic problems, but they come in many 
disguises. When they are handled by many different combinations 
of people they seem to be innumerable, particularly when there is 
no guiding hand to absorb, analyze, and coordinate the results of 
all conferences. Furthermore, the anti-conference group finds, com- 
panies that depend heavily on the conference method usually exhibit 
a noticeable lack of organized, effective method; with some excep- 
tions, the conference is simply an inefficient substitute for proper 
methods and individual initiative. 

The objection to the nature of conferences is illustrated by the 
reply of one of America’s most illustrious industrial scientists to the 
observation, at the time Lindbergh flew the Atlantic, that the wonder 
was that he had done it all alone. “Believe me,” the scientist replied, 
“it would have been much more wonderful if he had done it with 
a committee.” 

TOO MANY COOKS 

\t most conferences, say the anti-conference people, only a few 
men make any real contribution. As the old-time grocer, speaking 
about his delivery boys, put it, “Two boys are half a boy, and three 
boys are no boy at all.” That is what we are up against in a con- 
ference of a dozen or more people—too much help. Few men make 
any real preparation; most of them are content to rely on the others. 

In addition, the anti-conference group points out, the conference 
tends to go off on tangents. But even with a strong man at the helm, 
and even when held right on course, things move so quickly that few 
men have opportunity to present their ideas clearly and completely, 
unless they are split-second thinkers—which the best thinkers 
usually are not. 

The conference method thus gives great advantage to the people 
who are least able to solve a problem—the quick, the glib, the 
plausible surface thinker, the man of charm, political instinct, and 
convincing manner. Management often becomes victim to the fallacy 
of believing that the opinion that is most boldly stated and stoutly 
maintained is the truth. The careful, prudent, deliberate, accurate 
thinker, capable of producing a respectable solution, is often several 
points behind. 
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Briefly, then, the anti-conference forces believe that large-scale 
use of conferences produces second-class decisions at great expense, 
while obscuring the basic trouble: lack of method and individual 
initiative. 


THE CONTROLLED-CONFERENCE APPROACH 


The third faction, which we have called the controlled-conference 
school, believes that the right path lies somewhere between these 
two extremes. In essence, the controlled-conference approach has 
two aspects: 

1. Policing the conference function. 

2. Providing better problem-solving mechanisms than confer- 
ences. 

Policing means repetitive, skeptical examination, attended by 
sufficient force to insure remedial action. It is not unlike the way 
a policeman examines the stores on his beat at night. He takes an 
over-all look, listens carefully, tries the door, and looks into the 
window, ready to take any remedial measures his whistle, nightstick, 
and revolver command. The significant circumstance is that one 
man has both the responsibility and the means of accomplishing the 
desired results. 

Similarly, one man is needed to authorize, regulate, summarize, 
and study the results of conferences. There should be certain pre- 
requisites to a conference, such as an exact statement of the problem, 
a review of how it was settled last time, a statement of existing alter- 
natives, and a list of proposed attendees, each of whom is to try to 
bring with him some kind of solution. 

With such things before him, and from his knowledge of the or- 
ganization and its methods, the conference controller should be able 
to determine when a conference is necessary and when it isn't. 
After a period of keeping book on the conference results, he is able to 
chart the fields of difficulty and locate the people who contribute 
most to solutions in each area. In this way, an intelligence with an 
adequate point of vantage is directed against the problems. 

Policing of conferences is not sufficient. It will classify and 
evaluate the areas of difficulty and turn up talent, but it necessarily 
stops short of the fundamental question: Why can’t standard 


problem-solving methods produce a solution? 
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It sometimes seems that the greatest achievements of industry are 
not applied so extensively as they might be. Take, for instance, the 
example of tooling. There are two ways to make any machine part. 
The first is for a skilled machinist to perform each operation on each 
part by hand; this is extremely slow and expensive. The second way, 
demonstrated by Eli Whitney after the Revolutionary War, consists 
of making a complete set of tools of great precision and relying upon 
them to guide the cutting tools. In this way, better work is done 
quicker and cheaper by much less skilled labor. Each problem is 
i figured out once, and the solution is incorporated in the tooling. 

Tooling has probably done as much as anything to make this 
country’s industry great, and this is so thoroughly realized that it is 
not unusual for several hundred million dollars’ worth of tooling to 





be cheerfully bought to produce a single product, such as a new 
model of an automobile. 


BETTER PROBLEM-SOLVING METHODS 


No one questions the necessity of adequate tooling in the shop, 
but its counterparts in other areas of business are not so easily come 
by. Although all companies have sets of books and cost systems to 
produce financial statements and reports, many other things man- 
agement requires are necessarily beaten out laboriously by hand, 
one at a time, just as the shop did before the days of tooling. , 

The first step in providing better problem-solving methods than 
conferences is to examine the existing problem-solving staff—the 
executives who study corporate, divisional, and departmental prob- 
lems, and institute methods for handling all but the most unusual : 





eventualities. 

The caliber and diversification of the people constituting the 
problem-solving staff are important, partly because the problems are 
highly diversified, but also because unusual combinations of talent 
are required by the elements of method construction—dquickly 
identifying the trouble and its sources, seeing them in their sim- 
plicity rather than in their complexity, knowing where to obtain 
data quickly, choosing among the alternatives, salvaging existing 
methods wherever possible, obtaining agreements, translating solu- 
tions into simple, unmistakable terms, “selling” higher management 
when necessary, and policing the procedures, making arrangements. 
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to obtain prompt notice should the subtle attrition of time cause un- 
foreseen weakness in the methods. 


IS THIS MEETING NECESSARY? 

These things cost money, but if we need something, we pay for it 
whether we buy it or not; the main question is whether te buy it 
once at its fair price, or in small installments—at a much higher 
price. In shop tooling, the cost is incurred once, and it has been 
found effective to do the same in corporate methods and procedures. 

When adequate problem-solving methods have been established 
and the procedures for handling recurring problems have been out- 
lined, the energy and time of the executive staff can be concentrated 
on dealing with those problems that are unusually complex, serious, 
or unforeseen. In many cases, these problems will be susceptible 
to solution by an intelligent, trained manager; in others, the broader 
range of experience and approach possible in a carefully selected 
conference will result in a more satisfactory solution. 

By controlling conferences—limiting them to subjects to which 





they are most appropriate, and screening participants to eliminate 
those who have nothing to contribute—management can use this 








effective tvol as it should be used: not as a substitute for individual 
thought or initiative, but as a method of solving problems that prove 
| to be beyond the capabilities of any single executive. + 
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Some Principles for Making It Work 
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In THE SEARCH for more effective executive control, a great deal 
of interest has developed in management objectives. But much of 
the attention to such areas as measurement of management, execu- 
tive standards of performance, and goal setting has consisted of 
broad discussions of the advisability of setting objectives—which 
practically nobody disputes. Very little has been done on proposing 
a sound framework of management principles that will aid the 
executive in making management objectives a realistic and dynamic 
aid to sound operation. Yet such principles can be developed, and 
the following, which have evolved over the past ten years, can form 
a sound basis for establishing management objectives and making 


them work more effectively. 


SETTING THE OBJECTIVES 


The objective program must start with the chief executive officer, 
who must carefully lay out the over-all objectives for the firm. Un- 
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less this is done, it is difficult to get any kind of realism into objec- 
tives developed down the line. Without central goals toward which 
all achievement should work, objectives tend to be at odds with each 
other and with the direction the company as a whole wishes to take. 
Company objectives are the core around which a future objective 
program must work—a core that in many companies has not been 
developed. 

A common error in approaching objectives is to define activity 
instead of results. To be sound, objectives should be as specific as 
possible in dollars, amounts, time, percentage, quality, etc. Stating 
objectives in such terms as “complete a project as scheduled,” “carry 
out marketing plan,” “reduce unit cost,” is often not really setting 
objectives at all. It merely points up a general area of activity for 
the individual. A man may then engage in a tremendous amount of 
activity and feel he is doing the job, when he has really added little 
of value to forward the objectives of the firm. In fact, his activity 
may have actually retarded other worthwhile achievements. 


PROBLEMS OF MEASUREMENT 


One reason executives often define activity instead of objectives 
is that they find it difficult to set up precise measurements. In 
practice, however, extreme accuracy is not critical. Estimates are 
satisfactory; broad measurements will work. These measurements 
can become more and more perfect as you learn to work with them, 
but in the meantime they are still effective as objectives. 

Another common error is to make a catalog list of all the things 
you wish to have achieved by each man. This is done in the mis- 
taken belief that every little accomplishment to be made by a man 
must be covered by specific objectives or the program will fail. The 
fact is, however, that too many objectives can take most of the steam 
out of an objective program. 

As a working rule, no job should have more than two to five 
objectives. If there are more, they should be combined in some way 
so that they can be stated more simply. A program with too many 
objectives tends. to highlight the minor ones to the detriment of the 
major ones. There is also a tendency for people to pass up the more 
important (and usually more difficult) objectives, secure in the feel~ 
ing that they are completing so many minor ones. Ordinarily, any 
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objective that is less than 10 or 15 per cent of the job should be 
combined with another one. 

Allied to the question of number of objectives is that of emphasis. 
Objectives are more effective when the executive has set a percentage 
value for each objective. If there are three objectives, he should be 
able to say that one objective is, say, 40 per cent, another 40 per 
cent, and the third 20 per cent of the job. This will encourage a 
much more balanced effort from the man on the job. It will also 
force the delegating executive to do a much more realistic job of 
planning the work that he has to do. He may discover that some 
objectives he believed to be important are so small in value compared 
with others that they should not be given special emphasis. 


SETTING REALISTIC GOALS 


Many executives have had the impression that very stiff and almost 
unattainable goals will act as a stimulus to work harder. In most 
cases, this is not true. It is much more likely to take the heart out 
of good men when they lack the feeling of accomplishment that 
comes from achieving objectives. In addition, they may accept non- 
accomplishment as normal and lose their sense of personal account- 
ability, the driving force that spurs on an operation. 

Goals should be realistic. In setting objectives, the executive 
should follow this pattern: First, he should say to himself, “In light 
of all the conditions as I know them, what would be reasonable job 
performance on thi§ particular item?” He should set that as a reason- 
able objective. Then he should also ask himself, “In light of all 
these same conditions, what would I consider to be an outstanding 
job?” This should be set as the outstanding objective. This sets the 
normal accomplishment that the man can achieve if he works well 
and in the right direction—and, in addition, it tells the man what 
to shoot at in order to be recognized as outstanding. 


REASONABLE PERFORMANCE 


Objectives have not been fully set until both reasonable perform- 
ance and outstanding performance have been defined for each objec- 
tive. This is absolutely necessary if you wish to get the maximum 
stimulus from your objective program. 

What is reasonable expected performance? One of the aspects to 
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consider is the man himself. For example, the objectives set for 
reasonable and outstanding performance for a beginner should be 
less than those that are set for an experienced man. Otherwise a 
new man may either look at objectives as unrealistic Cand so not 
feel accountable) or step out-of-bounds trying to achieve what is 
almost impossible for him. A new man may be ruined by the objec- 
tive program itself. 

Objectives must be reasonable in light of all conditions that can 
be foreseen—necessary time schedules, competition, personnel avail- 
able, and so forth. Inside conditions (other departments impinging 
on the problem) may make otherwise reasonable objectives very 
hard to achieve. What looks like reasonable performance may 
actually be outstanding because qf the way other departments are 
working—when, for example, the objectives set for some depart- 
ments tend to retard another man’s work. Conditions outside the 
firm may also change objectives. Economic cycles, competition, 
trends in the industry, and so forth may have to be reviewed to 
answer the question, “What is reasonable performance?” 








OVERLAPPING OBJECTIVES 


One of the frequent errors in approaching objectives comes from 
misunderstanding the theory of unique accountability by assuming 
that there must be no overlap between objectives. It is a rare objec- 
' tive that does not require the work of more than one person. This is 
true even between two line individuals and it is, of course, especial- 
ly true between staff and line. There is nothing wrong with demand- 
ing the same objective of more than one person and using it as a 
partial measurement of each man’s performance. This is an effec- 
tive way to promote cooperation between individuals, especially in 
time schedules and quality of work. The very fact that objectives 
must not be at cross purposes with each other forces some overlap 
in the objectives of different positions.. This is simply a part of 
normal operation. It is perfectly proper to set objectives for a man 
if he has a strong influence on the result, even if he does not have 
full control. 

In our economy it is almost axiomatic that business must improve 
every year, but many executives fail to make this a way of life ip 
their organization. Management by objectives is the most effective 
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way to build progress into the organization. But if improvement is 
demanded in some areas and not in others, a number of men will 
feel that last year’s operation was good enough. Objectives should 
force some improvement in every position each year. This is one 
of the most effective ways to sharpen up the thinking of a whole 
division. 


CROSS-CHECKING OBJECTIVES 


After objectives for all positions have been set in a preliminary 
way, it is well to write them down and cross-check to see if they 
blend with each other. As a fundamental principle, all objectives 
must finally blend into the over-all objectives of the company. To 
achieve this, it is usually most effective to set objectives for the line 
people first; this tends to highlight the basic company accomplish- 
ment needed. Then set objectives for staff, which normally helps 
the line accomplish results. In the cross-check you should be sure 
that the objectives that are set for staff are harmonious with those 
for line. 

It is important that staff positions be held just as accountable 
for reaching their objectives as the line. In many companies, staff 
is not accountable for anything but activity. This very fact will 
weaken any kind of objective program. It permits staff to aim in a 
different direction from line and to claim credit for its activity, 
whether it helps the line to get better results or not. It also tends 
to encourage the growth of the narrow specialist with limited man- 
agement perspective. He has been allowed to retire into the shell of 
the procedures of his specialty, without the invigorating spur of 
being accountable for his part of the worthwhile achievement of 
company goals. 

The cross-check should also insure that each management level 
ties in with the level above; that is, the objectives set for lower levels 
should be part of the objectives set for the levels above. In this way, 
the subordinate is made accountable for part of what the superior 
is accountable for. They are clearly on the same team; if one fails, 
the other shares his failure. This puts a great deal more strength 
behind the objective program. It forces a realistic accountability, 
tying all the levels of the organization together much more effectively 
and encouraging better communication. 
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To get sound balance, the short-range objectives must blend 
with the long-range ones. It is usually wise to set long-range objec- 
tives first, then make sure that short-range objectives (for six months 
or a year) contribute to them. When this isn’t done, short-range 
achievement may be at odds with long-range development and actual- 
ly retard rather than help the firm. This can be true, for example, 
in repair engineering versus capital engineering, sales volume versus 
area coverage, low unit cost versus employee cooperation, short- 
range research accomplishments on long-range projects, etc. 

As a practical matter, if a particular function has both long-range 
and short-range operations, it is usually better to hold different 
people accountable for each one. This pinpoints the responsibility 
for achieving both objectives and eliminates the tendency for long- 
range goals to be sacrificed to the exigencies of the moment. 


MAKING OBJECTIVES WORK 


A number of things can be done to make objectives work more 
effectively. One of these is the development of a positive attitude on 
the part of every supervisor and executive. Everyone must know 
that he is expected to meet his objectives. 

One of the dangers in administering a management objective pro- 
gram is the inclination of a superior to accept outstanding accom- 
plishment on one or two objectives to “balance off” less-than-reason- 
able accomplishment on other objectives. This can lead to severe 
imbalance in the operation; in a sense, the man is determining his 
own objectives and developing a warped sense of accountability. If 
this is accepted, the superior will not be able to depend on him for 
full accomplishment in the future. The superior should demand at 
least reasonable accomplishment of all objectives in each period, or 
he won't be in control of his operation. 


PARTICIPATION IN GOAL-SETTING 
The objectives must seem fair to the man you are asking to achieve 
them. It is usually best to get the man to participate in setting his 
own objectives.. This tends to sell him on the fairness of the objec- 
tives, helps him to understand them better, and develops his incentive 
to meet them. , 
A man will often suggest tougher objectives for himself than his 
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superior might otherwise have set. Having a man participate in 
setting his own objectives also encourages him to think broadly and 
plan ahead, and it capitalizes on his experience. 

To get this kind of participation, the superior should first discuss 
the general conditions under which the man will be working and, 
in a broad way, the over-all division objectives. In a way, he is 
pointing out the general track on which the division is running. This 
helps the man work out realistic objectives for his portion of the 
work. 

In a virile objective program, objectives must change or be con- 
sidered for change every period. Operating conditions change, com- 
panies change, and outside conditions change; objectives mus: reflect 
these changes if they are to remain realistic. It is unrealistic to 
assume that objectives or requirements will not change from period 
to period in any dynamic company. 


STARTING AN OBJECTIVE PROGRAM 


Rigid adherence to these principles is not as necessary when 
starting an objective program as it is after the program is well 
established. Don’t require perfection at the start. Crude objectives 
or measurements that are not completely accurate may be useful in 
getting the program on the road. Experience will later prove where 
they are in error, and you can make adjustments in the next period. 

Do not expect the ultimate in improvement in the first year. It is 
a common error to feel that if a 10 per cent improvement in the 
operation is possible, this should be the objective for the first year. 
You are much better off encouraging a 3 per cent improvement 
(something vou may never have obtained before) in the first period. 
In the following year you may get another 3 per cent, perhaps 4 per 
cent in the third year, and eventually get up beyond your 10 per 
cent. This will get men in the habit of meeting objectives. It will 
encourage them to use their initiative and spur them on by success— 
a more effective stimulus than failure. 

It is not necessary to cover all the major results of a job in the 
first year. A perfectly workable plan might set objectives for only a 
part of the job in the first year. This develops a better understanding 
of the program and usually will get improvement without forcing 
any major long-range imbalance. As soon as possible, of course, all 
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major facets of the job should be covered, or you will probably push 
toward an imbalanced operation. 

If properly carried through, a management objective program can 
be a major stimulus to every management man in the operation. It 
puts him on the over-all team with a fixed responsibility for contribu- 
ting his personal share to the success of the firm. It is difficult to 
work out at first; it requires a great deal of time to plan ahead 
properly and to blend objectives. But this time is well repaid. In 
the long run, a management objective program is one of the best 
available means to develop an active management perspective in every 
position down the line—and it is thus one of the soundest manage- 
ment development programs that any company can institute. * 
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in Basic Research 


By N. J. Berrill 
Condensed from Think 


Sennen has assumed tremendous, 
perhaps unprecedented importance in 
recent years. The primary objectives 
appear to be: the security of nations, 
a rising standard of living, the pro- 
longation of human life, and the ex- 
ploration of outer space. 

And men of science have also as- 
sumed tremendous importance. Gov- 
ernments, armed services, industrial 
organizations, and other institutions 
are employing increasing numbers of 
scientists—five times the number, in 
fact, that were so employed only 25 
years ago. Total expenditure has mul- 
tiplied nearly 30 times during the 


same period, mostly from govern- 
mental and industrial sources for 
military and applied research. 

On the other hand, expenditure for 
basic research has declined from 20 
to 10 per cent of the whole. This is 
an ominous decline which raises 
questions concerning the foundation 
of science itself. 

The term “science” has become 
more and more broadly used, so that 
its range now extends from technical 
engineering to pure mathematics, 
from almost everything that involves 
tinkering in a laboratory to the un- 
cluttered thinking of an Einstein. 
Increasingly, however, it is thought 
of as progress in our collective effort 
to control and exploit nature, nature 
being all of the physical and living 


Think (September, 1959), @ 1959 by International Business Machines Corp. 
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world, including human society itself. 

In this sense, all science is applied, 
is directed towards practical ends, for 
better or for worse; and it is this 
aspect of science that is at present 
being supported each year, to the 
extent of close to $2 billion each, by 
the government and industry in the 
United States alone. And where the 
money goes, so mainly do the scien- 
tists, for all men hope to maintain a 
family and educate their children in 
a manner fitting to their own position. 
So the scientific stream flows wider 
and deeper in this general direction. 
But what of other streams, and what 
and where is the source, the upwelling 
spring that is the real life of the 
whole? 

Present-day science is an enormous 
superstructure resting on deeply 
sunken pillars that represent the work 
of single and often lonely individuals 
who had a burning curiosity but 
neither thought nor cared whether or 
how their discoveries might be later 
applied or exploited. (In fact, most 
of them would now be horrified to 
see the outcome, just as Archimedes 
was to see his innocently conceived 
theoretical dynamics developed into 
boulder-throwing catapults and other 
engines of war.) 

The creative activity of the human 
spirit, which has produced all that we 
cherish most, in science as much as 
elsewhere, cannot be forced. It can 
only be nourished. But where, and in 
whom? 

Not through organized scientific 
projects, or in anyone involved in 
carrying out other men’s ideas. Nor 
in a member of a team. Organized 
research is the death of originality. 

Teams are fine for developing and 
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applying ideas and scientific principles 
already well established, but pioneer- 
ing efferts upon which all else de- 
pends come only from individuals. 
And in the expanding organizations 
for research in and out of industry, 
the place for such individuals becomes 
progressively scarce. 

Even in universities, the pressure 
on scientists to work along certain 
practically productive lines increases 
as funds from governmental, indus- 
trial, and foundation sources become 
available for well-defined projects. 
Any scientist not caught up in this 
web is likely to be either a saint or 
not very much of a scientist, or work 
in some odd corner of the field about 
which nobody cares anyway. Yet, 
only in the universities can the un- 
attached though dedicated scientist 
find conditions that give free scope 
to his creative urge, and only from 
such individuals can we_ expect 
revolutionary scientific insights or 
radically new scientific syntheses. 

We are still hatching the golden 
eggs laid some time ago, without real 
concern with where they have come 
from but only with what grows out 
of them, which is the present spec- 
tacular and ominously shaky tech- 
nological society. But the goose that 
lays the eggs is gradually becoming 
starved to death. This rare bird ap- 
parently can flourish only in the 
universities. The reasons are clear 
enough: Elsewhere, scientific work is 
done with more or less practical ends 
in view, and no matter how worthy 
the objective may be, the free mind 
is put in harness and is paid for its 
progress along a certain road. The 
trouble now is that even within the 
universities the conditions for free 
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scientific enterprise are deteriorating. 

To begin with, university salaries 
rarely compare favorably with the 
salaries paid in industry or govern- 
ment to men with the same qualifica- 
tions. For a man to stay in the 
university, where he is employed 
primarily to teach, he must be either 
dedicated or dull—or a_ bachelor! 
Otherwise he drifts away, and both 
the students and science are likely to 
be the poorer. If he stays, he will 
want funds for research, and if he 
is normal enough to become a family 
man, he will need to earn money in 
addition to his salary. He can get it, 
as a rule, if he cooks up a summer- 
time research project that fits someone 
else’s idea of what is worthy of 
support, though usually only after 
filling in various complicated forms 
in which he has to state what the 
money will be used for, what results 
are expected, when progress reports 
will be made, and the names of 
referees who will vouch for his com- 
petence. The project may well be 
worthwhile, but it is slanted by ex- 
pedience, and, in any case, that free 
time so essential to fertility of 
thought has been sold for a mess of 
potiage. 

In all of the present outpouring of 
funds for research, this is the for- 
gotten man. Whether this one or 
that will or can ever amount to some- 
thing is unimportant. The primary 
purpose of science now, as in the 
beginning, is the understanding of 
nature and the universe, including 
man himself and his place in it. 
Technology is a by-product. 

For the long run and on a large 
scale, the universities need massive 
financial support for the fostering of 
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pure science simply for its own sake, 
without strings or outside overseers. 
If the essential core of what a uni- 
versity stands for, and not in science 
alone, is allowed to dwindle, all else 
will eventually founder. Both industry 
and government have the means to 
contribute, but they also need the 
courage to do so unconditionally. A 
working system of this sort already 
operates in Britain, where the govern- 
ment every five years assigns, with no 
questions asked, a large sum to the 
Universities Grants Committee, itself 
a body of scientists, for the general 
development of basic research. This 
might well be improved upon and 
enlarged here. 

Yet much could be done in other 
ways without tackling the problem 
wholesale and through political agen-. 
cies. The problem exists wherever 
there is a college or university. The 
needs of the individuals who con- 
stitute it, and their individual poten- 
tialities, are best known to those 
closest to them. The most direct and 
at the same time the safest way to 
place a bet of this kind, for it will 
always be a gamble or a calculated 
risk at best, is to place funds within 
the immediate control of the graduate 
faculty of the institution—funds that 
are entirely at its disposal for aiding 
individual efforts, but not for promot- 
ing grandiose projects. 

This way is open to any industrial 
organization, large or small, or to any 
individual benefactor so disposed. 
Then, before long, we might be able 
to apply Winston Churchill’s famous 
words following the Battle of Britain 
—never before has so much been 
owed by so many to so few. What 
investment could be better? @ 
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Industry’s Big Plans for 
CAPITAL SPENDING 


Condensed from Newsweck 


W am ALL THE UNCERTAINTY in 
today’s business picture, there is one 
strong upward force that is almost 
certain to bolster the economy in the 
next year because it has already been 
scheduled by U.S. industry. That is 
business spending for plant and 
equipment. It is going up—and 
should rise even faster in 1960. 

The spending plans of the na- 
tion’s top manufacturing corporations, 
which began a marked recovery in 
the first quarter of this year, con- 
tinued strong through the second 
three months, according to News- 
week's latest quarterly survey of 
capital appropriations, conducted by 
the National Industrial Conference 
Board. The 500 companies that re- 
ported to the survey appropriated 
$1.9 billion for capital expenditures 
in the second quarter, 45 per cent 
more than they put on the books in 
the same period last year. It was the 
second straight year-to-year improve- 
ment after a long decline that began 
in mid-1956. The turn-around 
started in the first quarter, when the 
reporting firms appropriated $2.6 bil- 
lion, for a 37 per cent gain. 


Projections based on the second- 
quarter figures of the 500 reporting 
companies indicated that the nation’s 
1,000 biggest manufacturers: 

© Appropriated $2.6 billion for 
new spending in the quarter, a full 
$900 million more than last year, 
although well below the $3.6 billion 
approved in the first quarter. 

© Actually spent or committed 
$2.3 billion on capital expansion, the 
biggest total since the last quarter of 
1957. 

® Canceled $110 million of spend- 
ing plans (vs. $370 million crossed 
off in the second quarter of 1958), 
the lowest level of cancellations in 
three years. 

e Had a backlog of money ap- 
proved but not yet spent of $7.5 bil- 
lion vs. $6.8 billion a year earlier. 
At current spending levels, the back- 
log would last twelve months, vs. 
ten at this time last year. 

The $1 billion slip in appropria- 
tions below this year’s first-quarter 
level was partly a normal seasonal 
trend, partly due to the unusual cir- 
cumstances in the steel industry. 
Steelmakers’ tremendous first-quarter 


Newsweek (September 14, 1959), © 1959 by Weekly Publications. 
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appropriations of $574 million tailed 
off to only $320 million in the sec- 
ond three months as the industry 
began to batten down its hatches 
against the threatening strike. None- 
theless, for industry as a whole, the 
drop does represent a leveling off 
from the bullish first-quarter pace. 
One possible reason: A slight decline 
in the first quarter in manufacturers’ 
profits, profit margins, and in the 
amount of ready cash on hand, which 
would naturally tend to temper spend- 
ing plans. Net profits dropped from 
4.9 per cent of sales in the fourth 
quarter of 1958 to 4.7 per cent. 
“Liquidity”—cash and federal securi- 
ties—-fell from .62 per cent to .58 
per cent of current liabilities. 

But compared with a year ago, the 
upward trend is undeniable. The 
survey's second-quarter readings, said 
one top government economist, “show 
that the business recovery is not a 
flash in the pan but a sustained 
growth. It means business and in- 
dustry confidence continues buoyant.” 

Combining the figures for the first 
half as a whole shows just how buoy- 
ant the picture is. All told, new ap- 
propriations are running 41 per cent 
above last year’s first half. Com- 
mitments and actual spending are on 
the rise after bottoming out in 1958, 
and cancellations of spending on the 
books are steadily dropping. With 
the normal lag of nine months to a 
year between appropriations and ac- 
tual outlays, these figures point to a 
steady surge of capital spending for 
the rest of the year and well into 


1960. (The latest projections on 
capital spending by the Securities 


and Exchange Commission and the 
Commerce Department look for total 
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expenditures of $32.6 billion in 
1959—7 per cent over last year’s 
$30.5. billion.) 

The most encouraging thing about 
the second-quarter readings is not the 
volume of spending plans Lut the 
way it is distributed. The nondurable- 
goods industries lagged behind in first- 
quarter approvals, showing only slight 
year-to-year gains, while durable- 
goods companies doubled their 1958 
figures. But it was the nondurable- 
goods companies, the makers of such 
things as food, paper, and clothes, 
that led the way in the second quar- 
ter. Their new approvals were up 
54 per cent vs. a 38 per cent gain 
for the hard-goods manufacturers. 

The upward trend, in short, is 
broadening all along the line—the 
best possible testimony that the first- 
quarter surge was indeed no flash 
in the pan. The broadening showed 
up elsewhere in the survey. A record 
67 per cent of all the companies re- 
porting had higher appropriations in 
the second quarter than in the same 
period a year ago vs. the 63 per cent 
which reported year-to-year improve- 
ment in the first quarter. Part and 
parcel with this growing “diffusion,” 
the smaller firms (with assets under 
$50 million) among the reporting 
companies showed the best improve- 
ment for the quarter. Their ap- 
provals were up 82 per cent vs. a 
41 per cent gain for firms with 
assets over $100 million. Significance 
of this figure: Earlier surveys have 
shown that the smaller companies 
lead the larger ones in the appropria- 
tions cycle, pointing the way to what 
the big firms will be doing a quarter 
or so later. 

All but one of the 15 industry 
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groups reported higher approvals than 
they did in 1958, and the lone ex- 
ception—steel—was something of a 
special case. The chemical industry, 
17 ver cent below 1958 levels in the 
first quarter (partly a reflection of 
the industry’s excess plant capacity), 
boosted its mew appropriations 68 
per cent over 1958 in the second 
quarter. Even the petroleum industry, 
still fighting a world oil glut, was in 
no mood for cutbacks. It scored a 
29 per cent gain in its second quarter 
approvals vs. a 2 per cent boost in the 
first quarter. The biggest gainers in 
the first half: The non-ferrous metals, 
transportation equipment, and _ the 
stone, clay, and glass industries, 
which all boosted their appropriations 
by more than 100 per cent over the 
1958 period. 

Where are the billions being put 
on the books scheduled to go? 

To answer this question, the Con- 
ference Board this year is breaking 
down appropriations between money 
for new plants and money for equip- 
ment. And here, too, there seems to 
be a bullish trend. Reports from the 
325 companies able to supply such a 
breakdown show that the percentage 
of appropriations intended for new 
plant space rose from 26 per cent of 
all approvals in the first quarter to 
31 per cent in the second. Almost 
all of the shift occurred in the 
durable-goods industries. While the 
emphasis is still on mocernization and 
on replacement of equipment, this 
shift may show that business is be- 
coming more expansion-minded again. 
In any case, it is the exact opposite 
of the trend during the 1957-58 
slump, when appropriations in gen- 
eral were headed down. One likely 
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explanation for the shift: The big 
stepup in industrial output, which 
has strained the capacity of some in- 
dustries that were suffering from 
overcapacity only a few short months 
ago. 

For all the expansion in industry's 
spending plans, however, the evidence 
does not point to an upsurge of 
1955 proportions—when appropria- 
tions soared and actual spending was 
skyrocketing, pacing the whole econ- 
omy to its biggest postwar boom. 

In 1955, when capital appropria- 
tions were making a similar come- 
back from a recession, the first-half 
approvals were 55 per cent over the 
previous year’s levels (vs. this year’s 
41 per cent improvement) and 
second-quarter approvals were up 70 
per cent (vs. 45 per cent this year). 
Perhaps most revealing, the actual 
dollar volume of appropriations so 
far this year is only 2 per cent over 
1955 levels. Allowing for inflation 
and the fact that the whole industrial 
base is considerably larger than it was 
four years ago, the volume of ap- 
provals is relatively much lower than 
in ’55. 

Will the nation’s manufacturers 
step up the pace and set off a capital- 
goods boom in 1955 style? 

It’s too early to say definitely but 
the chances in favor of a real boom 
are probably better than even. A big 
jump in consumer spending—by no 
means a distant possibility—could 
provide just the incentive needed to 
kick plant expansion into high gear. 
Even without this, the steady pressure 
of competition, technological progress, 
and rising costs probably will stimu- 
late expenditures for cost-cutting 
improvements. 
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Symbols 


for Sale 


By Sidney J. Levy 


Condensed from Harvard Business Review 


HAT KIND of man is today’s con- 
sumer? He is hardly an economic 
man—especially since there is con- 
siderable evidence that he does not 
buy economically. Indeed, he is often 
vague about the actual price he pays 
for something; he has few standards 
for judging the quality of what he 
buys, and at times winds up not 
using it anyway! 

Consumers still talk about price, 
quality, and durability, since these 
are regarded as sensible traditional 
values. But at the same time, they 
know that other factors affect them, 
and they believe these to be legiti- 
mate influences. 


At the heart of all this is the fact 


that the consumer is not as func- 
tionally oriented as he used to be—if 
he ever really was. The diversity of 
ways in which people can spend their 
money has had an impact on motiva- 
tion. People buy things not only for 
what they can do, but also for what 
they mean. And, when people talk 
about the things they buy and why 
they buy them, they show a variety 
of logics. They try to satisfy many 
aims, feelings, wishes, and circum- 
stances. The question is less: “Do I 
need this?” More important are the 
ideas: “Do I want it?” “Do I like it?” 

Answering the questions asked by 
today’s consumer takes the definition 
of goods into new realms—at least 


Harvard Business Review (July-August, 1959), © 1959 by the President 
and Fellows of Harvard College. 
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new in the sense that they are now 
recognized as questions worthy of 
serious examination. The things 
people buy are seen to have personal 
and social meanings in addition to 
their functions. To ignore or decry 
the symbolism of consumer goods 
does not affect the importance of the 
fact. The only question is whether 
the goods are to be symbolized 
thoughtfully or thoughtlessly. 

When going shopping, the con- 
sumer spends not only money but 
energy. His attention is stimulated 
or lies dormant as he moves through 
the mart. Objects he sees on the 
shelves are assessed according to 
standards which he has established 
for what is important or potentially 
important to him. For instance, a 
saw may be very useful—and there 
may be things around the house that 
need to be sawed—but if he feels 
that a saw is beneath the way he 
wants to expend his energy, or ailot 
his attention, he passes it idly by. 
Perhaps he buys a record instead, or 
he may choose a hi-fi component; 
these are objects in an area where he 
prefers to invest his psychological 
energies. 

In this sense, all commercial ob- 
jects have a symbolic character, and 
making a purchase involves an assess- 
ment—implicit or explicit—of this 
symbolism, to decide whether or not 
it fits. Energy (and money) will be 
given when the symbols are ap- 
propriate ones, and denied or given 
parsimoniously when they are not. 
What determines their appropriate- 
ness? 

A symbol is appropriate (and the 
product will be used and enjoyed) 


’ when it joins with, meshes with, adds 
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to, or reinforces the way the con- 
sumer thinks about himself. Several 
years of research into the symbolic 
nature of products, brands, institu- 
tions, and media of communication 
make it amply clear that consumers 
are able to gauge grossly and subtly 
the symbolic language of different 
objects, and then to translate them 
inte meanings for themselves. 

Consumers understand that darker 
colors are symbolic of more “re- 
spectable” products; that browns and 
yellows are manly; that reds are ex- 
citing and provocative. The fact that 
something is “scientific” means tech- 
nical merit, an interest in quality, 
and (probably) less enjoyment. 
Theatrical references imply glamour 
and suspension of staid criteria. 

People use symbols to distinguish. 
One of the most basic dimensions of 
symbolism is gender. Almost all 
societies make some differential dis- 
position of the sexes—deciding who 
will do what and which objects will 
be reserved to men and which to 
women. 

Sexual definitions may seem absurd 
at times, and often have only modest 
influence in one or another choice. 
But they are at work and form a 
natural part of, for instance, the 
housewife’s logic and acquired reac- 
tions as she makes her selections in 
the food store and serves her family. 
She considers what her husband's 
preferences are; what a growing boy 
should have; what is just right for a 
girl’s delicate tastes. 

To take a simple illustration, in a 
recent study of two cheese advertise- 
ments for a certain cheese, one wedge 
of cheese was shown in a setting of 
a brown cutting board, dark bread, 
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and a glimpse of a chess game. Al- 
though no people were shown, con- 
sumers interpreted the ad as part of 
a masculine scene, with men playing 
a game being served a snack. 

The same cheese was also shown 
in another setting with lighter colors 
and a suggestion of a floral bowl. 
This was interpreted by consumers as 
a feminine scene, probably with ladies 
lunching in the vicinity. Each ad 
worked to convey a symbolic impres- 
sion of the cheese, modifving or en- 
hancing established ideas about the 
product. 

Just as most people usually recog- 
nize whether something is addressed 
to them as a man or as a woman, 
so are they sensitive to symbols of 
age. Teenagers are sensitive to com- 
munications which imply childish- 
ness. If presented with a soft drink 
layout showing a family going on a 
picnic, their reaction is apt to be, 
“kid stuff.” They are trying to break 
away from the family bosom. While 
they might actually enjoy such a pic- 
nic, the scene symbolizes restraint and 
inability to leave in order to be with 
people of their own age. 

Clothing is carefully graded in 
people’s eyes; we normally judge, 
within a few years’ span, whether 
some garment is fitted to the age of 
the wearer. Women are particularly 
astute (and cruel) in such judgments, 
but men also observe that a pin- 
striped suit is too mature for one 
wearer, or that a “collegiate” outfit is 
too young for a man who should be 
acting his age. 

Symbols of social participation are 
among the most dramatic factors in 
marketing. Like it or not, there are 
social class groupings formed by the 
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ways people live, the attitudes they 
have, and the acceptance and ex- 
clusiveness of their associations. Most 
goods say something about the social 
world of the people who consume 
them. The things they buy are 
chosen partly to attest to their social 
positions. 

Membership in a social class tends 
to affect one’s general outlook, modes 
of communication, concreteness of 
thinking and understanding. Adver- 
tising often says different things to 
people of different social levels. For 
example, a perfume ad showing an 
anthropological mask and_ swirling 
colors is likely to be incomprehensible 
to many working-class women, where- 
as New Yorker readers will at least 
pretend they grasp the symbolism. 
On the other hand, working-class 
women will accept a crowded, scream- 
ing sale advertisement as meaning 
urgency and potential interest, while 
women of higher status will ignore 
it as signaling inferiority. 

The choice of the appropriate 
symbols for advertising a product 
deserves careful consideration. The 
symbolic messages conveyed in the 
ad generally correspond to the adver- 
tiser’s intention—although consumers 
may discover meanings additiow*] to 
or even contrary to the intended 
meaning. For example, the headline 
of an advertisement claimed that the 
product was actually worth one cent 
its price in comparison 
Many 


more than 
with competing products. 
housewives interpreted this claim as 
a sign of cheapness; they needed to 
see only the one cent in the headline 
to conclude that it was “one of those 
penny deals.” Even to readers who 
understood literally what was said, 
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the effect of talking about merely one 
cent somehow suggested the idea of 
cheapening. Thus, while the literal 
aim had been to refer to the greater 
worth of the product, the symbolic 
means acted to cheapen it. 

Some comparatively well-defined 
modes of living and taste patterns 
tend to combine individual symbols 
into large clusters of symbols. For 
example, the Ivy League cluster of 
symbols affects the kinds of suits, ties, 
and, to a lesser degree, the cars and 
liquors certain people buy. 

Being a suburbanite is: a broad 
identification, but it starts one’s pur- 
chasing ideas moving in certain lines. 
Name your own suburb, and the ideas 
leap into sharper focus. Neighbors 
judge the symbolic significance of 
how money is spent; they are quick 
to interpret the appropriateness of 
your spending pattern for the com- 
munity. They decide what kind of 
people you are by making reasonable 
or unreasonable deductions from 
what you consume—books, liquor, 
power mowers, cars, and the gifts 
you and your children give at birth- 
day parties. 

Some objects we buy symbolize 
such personal qualities as self-control; 
others expose our self-indulgence. 
We reason in these directions about 
people who drink and smoke, or who 
do not—and such reasoning will play 
a role in their choices of doing one 
or the other. A hard mattress is 
readily justified on pragmatic grounds 
of health, sound sleep, and the like, 
but people recognize the austere self- 
denial at work that will also strength- 
en the character. Conversely, soft 
drinks may quench thirst, but people 
feel that they are also buying an in- 
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dulgent moment, a bit of ease, a 
temporary lowering of adult restraints. 

A whole treatise could be written 
on another symbolic dimension, that 
of formality and informality. Many 
of our decisions to buy take into ac- 
count the degree of formal or informal 
character of the object. 

The movement toward informality 
has been a fundamental one in recent 
years, governing the emphasis on cas- 
ual clothes, backyard and _ buffet 
meals, staying at motels, and bright 
colors (even for telephones). 

Currently there seem to be signs 
of a reaction to this trend—of a 
seeking for more graciousness in liv- 
ing. Again, there is interest in the 
elegance of a black car; a wish for 
homes with dining rooms; and a de- 
sire for greater individual privacy. 
But the existence of a countertrend 
does not cancel out the symbolic 
meaning of casual clothes, buffet 
meals, and so on; in fact, it may even 
sharpen awareness of the implications 
of these products and customers. 

Among all the symbols around us, 
bidding for our buying attention and 
energy, there are underlying trends 
that affect and are affected by the 
spirit of the times. Greater attention to 
consumers’ modes of thought will give 
marketing management and research 
increased vitality and add to the prod- 
uct’s practical and symbolic merits. 

If the manufacturer understands 
that he is selling symbols as well as 
goods, he can view his product more 
completely. He can understand not 
only how the object he sell satisfies 
certain practical needs but also how 
it fits meaningfully into today’s cul- 
ture. Both he and the consumer stand 
to profit. + 
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‘Lee SOCIOLOGICAL implications 
of automatic control and processing 
devices are daily creating more con- 
cern. While the arguments against 
automation causing a high degree of 
technological unemployment are still 
impressive (it has been estimated that 
electronics itself will be the country’s 
largest industry within the next ten 
years), there is far less certainty as 
to what its effect will be on office 
personnel levels. A speaker at the 
recent conference of the National 
Office Management Association pre- 
dicted that the office organization of 
the future will probably consist of 
three distinct planes of workers: ma- 
chine tenders; programers, analysts, 
and research personnel; and decision- 
makers. The possibility of rigid 
stratification of workers in some such 
pattern cannot be discounted. 

The impact of electronic control 
and processing devices is already be- 
ginning to be felt. Computer models 
have been developed that can process 


PROBLEMS 


of the 


By Robert M. Smith 


Condensed from Office Management 


a number of problems at once, and 
other major manufacturers beside 
Minneapolis-Honeywell and France's 
Compagnie de la Bull, which have 
developed the first models, are plan- 
ning to build such computers. Since 
one of the great handicaps suffered 
by computers in the past has been 
the comparative slowness of input 
and output equipment compared to 
the internal processing speed of the 
computer, this represents a major 
breakthrough in computer usage. 
With the ability to process several 
different problems simultaneously, the 
central processing facilities can be 
connected to a variety of input and 
output units, serving different needs 
and different departments within a 
company, and process incoming in- 
formation from all of them at the 
same time. 

This year, for the first time, it was 
seriously suggested by experts in the 
field that electronic data processing 
facilities share many of the charac- 
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teristics of public utilities, and that 
perhaps the most logical development 
of the future would be direct lines 
from small companies—not needing 
their own computers—to central, 
regulated facilities, which would 
process their information and solve 
their problems for them on a regular, 
time-charge basis. 

The possibility of this development 
becoming a standard in the near 
future was emphasized by a simple 
suggestion made at last year’s fall 
conference of the Systems and Pro- 
cedures Association of America, in 
Buffalo, New York. Why not, it was 
asked, put a simple timing control on 
computers, so that a machine with a 
variety of problems to solve or ap- 
plications to process could auto- 
matically cease work on a problem on 
which there was no set time limit to 
handle some routine repetitive op- 
eration which had to be performed 
at a given time? Once the periodic 
routine was completed, the computer 
could return to continue processing 
the stored problem at the point 
where it had left it. 

The two suggestions, together, lead 
to a logical future conclusion. With 
such timing devices, and electronic 
data processing facilities on a public 
utility basis, companies could, with 
relatively simple transmission devices, 
gain all the advantages of their own 
electronic data processing facilities 
without ever having a data processor 
in their possession. They would 
simply “buy” processing power at a 
central facility, just as householders 
now “buy” power whenever they turn 
on a radio or television set. With 
automatic control devices on central 
computers, they could then pre- 
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sumably buy power on priority or 
delay rates, so that necessary routine, 
repetitive operations would be car- 
ried out on a strict time schedule; one- 
time operations, on which there was 
no time pressure, would be handled by 
the central facilities whenever there 
was idle machine time. 

There is no doubt that the in- 
creasing pace of automation, exempli- 
fied in such developments as these, is 
creating problems that must be solved. 
In the present expanding economy, 
problems of unemployment are rela- 
tively slight, but the lag in employ- 
ment during the first months after 
the turn of the recession indicated 
that automation has made employ- 
ment less responsive to a business 
upturn than has been true in the 
past. In other words, new, more 
efficient ways of producing goods— 
or gaining results in data processing — 
could mean a relative lessening of the 
number of workers needed, unless the 
work load itself keeps increasing. 
That means that expansion of gross 
national product must keep pacing 
the advance of labor-saving devices 
if fairly severe and prolonged tech- 
nological unemployment is not to hurt 
at least some workers. 

This seems to ignore the standard 
policy followed by most companies 
that have so far introduced automated 
control and processing equipment. 
Most of these concerns—at least as 
far as office workers are concerned— 
have been scrupulous in transferring 
displaced workers to other jobs in 
the company. But this alone is not 
in reality a complete solution, for, 
as was pointed out by Professor 
Walter S. Buckingham of the Georgia 
Institute of Technology, “The worker 
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displaced is not fired; he is the one 
who is not hired.” 

In other words, there is a strong 
feeling among many _ responsible 
economists that the fact that auto- 
mation, at least in the office, has 
apparently caused no mass layoffs is 
not in itself too indicative; the equally 
true fact is that, because of automa- 
tion, companies have needed to hire 
fewer additional workers than would 
otherwise have been needed to keep 
up with an expanding work load. 

There is no problem as long as 
the economy keeps expanding at a 
greater rate than the annual numeri- 
cal increase in the labor force. But 
it could create a serious situation if 
the expanding economy were to 
falter for a prolonged period of time. 
This is certainly no immediate 
problem, even if there should be 
another recession, since the active 
work force will be relatively small 
tor some time to come compared with 
the proportion of the population in 
school and the proportion past work- 
ing years. But it could be a serious 
national concern when the present 
crop of youngsters comes of age, 
unless we maintain an “exploding 
economy” to match our “exploding 
population.” 

The prediction that the office of 
the future will be stratified into 
three distinct levels is, if accurate, a 
slightly more immediate problem. 
This outlook may be a little extreme, 
but it cannot be entirely discounted. 
Even though office automation will 
give a company more flexibility and 
responsiveness in reacting to external 
conditions of business or competition, 
it must, by its very nature, impose a 
tighter discipline on the internal 
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workings of the company, in which 
many of the major data-processing 
levels will be controlled by the re- 
quirements of machines and the time 
schedules of machines. Moreover, 
by taking over many of the dull, 
repetitive, mechanical tasks now per- 
formed in many offices by humans, 
it will no doubt give everybody a 
chance at more stimulating jobs. But 
what will happen to those people who 
are much happier—and much more 
effective—at dull, undemanding jobs? 
Will they be able to function in jobs 
calling for more initiative and more 
ingenuity? Again, what will happen 
to the workers in supervisory levels 
now if the present large groups of 
basic clerical workers found in most 
large offices are dispersed? 

Moreover, if the prospect of 
a three-level hierarchy—machine- 
tenders (who would, as the machines 
themselves become more durable and 
accurate, tend to disappear); pro- 
gramers and analysts; and decision- 
makers—should be valid, what lines 
will be developed to make possible 
advancement from one group into the 
others? If such a stratification should 
occur, and if it should be reinforced 
by physical separation of the groups 
(as has already occurred in some 
companies), many of the informal 
advancement lines now open in com- 
panies would be closed. Only much 
more elaborate selection and training 
programs than any we have seen to 
date would insure that the office 
would not arbitrarily be cutting off 
talented and valuable people from a 
chance to move up to top-level re- 
sponsibilities. 

What of our educational system? 
Do we maintain it in its present 
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torn, or should it be adapted to the 
new influences that promise such 
sweeping changes in our industrial 
and commercial life? 

These are all pertinent questions, 
and they are questions to which 
answers must be found. For the one 
thing that seems certain today, as 
computer sales soar upward and each 
day brings new and startling tech- 
nical improvements, is that automa- 
tion for both office and factory is no 
longer a possibility for the remote 
future; it is a healthy infant, alive 


the problen.s that might be caused 
by it. The pressure of competition 
will prevent most companies from 
doing that in the domestic business 
picture; the pressure of competition 
from overseas manufacturers who are 
adopting every principle of automa- 
tion as fast as they can will prevent 
the nation from doing it as a whole. 

The die is cast. We are in the age 
of automation now. We know it will 
bring problems as well as tremendous 
advantages. The relative weight of 
the problems as compared with the 





advantages will be determined by 
how well we anticipate them and 
plan now for their solution. 7 


and kicking, and growing at a phe- 
nomenal rate. Nor can we slow its 
growth arbitrarily while we consider 


Come Fly with Me 


THE OLD ADAGE, “Two is company, three is a crowd, four is too many, 
and five’s not allowed,” seems to sum up the attitude of many manage- 
ments concerning the number of executives that should fly together, 
judging from a recent survey made by the National Industrial Conference 
Board. Sixty per cent of the 102 companies responding to the survey 
reported that they place limitations on the number and rank of executives 
flying together. 

Only 10 per cent of the companies said their restrictions were formally 
down in writing, however. In these companies, the restrictions apply to 
the company’s top echelon, and in most instances are extended to cover 
men on management operating committees or councils, and key division 
and department heads and their top assistants. Less frequently, they 
apply to the executive committee or board of directors. These regulations 
normally state that no more than two or three key exccutives may fly 
together in the same plane. 

Unwritten restrictions are in practice in about half of the responding 
companies. According to many of the companies, these restrictions are 
clearly understood and effectively enforced. 

Some companies use highly informal arrangements which may vary 
according to circumstances. For example, several companies report that 
the senior executive on the flight decides what restrictions shall be in 
effect, based on the specific situation. 

About 40 per cent of the responding companies place no air travel 
limitations on their executives. However, most of the companies surveyed 
feel that the use of safety measures provides some insurance against the 
possibility of suddenly losing a concentration of managerial ability, how- 
ever slight that possibility might be. 
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Today’s joint ventures are variations on an 
old theme that often have the potential for 
continued and even extraordinary growth . . . 


NEW LIFE tor JOINT VENTURES 


By Melvin Mandell 


Condensed from Dun’s Review and Modern Industry 


M ERGERS and acquisitions are the 
usual means of forming a more power- 
ful business organization, but lately 
industry has been exploiting with in- 
creased ingenuity another type of 
business partnership—the joint ven- 
ture. 

Since as far back as the 1880's, 
competing railroads have put aside 
their rivalry to form joint companies 
to operate common terminals and 
common trackage. For decades, oil, 
steel, timber, and mining interests 
have been setting up joint ventures 
to hunt for and exploit natural re- 
sources. These types of joint ventures 
are still very prevalent and doubtless 
always will be, but the interesting 
trend today is the sharp increase in 
profitable joint ventures between non- 
competing companies. These joint 
ventures take five forms: 

® Organization of teams of com- 
panies skilled in complementary tech- 
nologies to bid as an integrated group 
for big military contracts. 

@ Marketing deals in which two 
companies agree to share the profits 
from the sale of a product or prod- 
ucts that one manufactures and the 
other sells. 

® Joint research facilities. 


® Construction of nuclear power 
plants by a number of public utilities 
acting in concert. 

© Incorporated joint ventures (Cor 
“joint subsidiaries” or “corporate part- 
nerships,” as they are variously 
called) in which two or more non- 
competitive manufacturing companies 
set up a distinct and separate joint 
venture to exploit new technology or 
a previously useless by-product pro- 
duced by one of them. 

Of all the currently popular forms 
of joint ventures, the last is most 
interesting, because it is permanent 
and has great potential for continued, 
sometimes extraordinary, growth. 

The joint venture based on tech- 
nology is not new. Back in 1920, 
E. I. du Pont de Nemours & Company 
and a French association of rayon 
manufacturers formed Du Pont Fiber- 
sild Company to manufacture rayon 
in the United States. In 1923, Du 
Pont and La Cellophane of France 
formed Du Pont Cellophane to bring 
the technology of this film here. 
Then, in 1929, Du Pont bought out 
its partners in these two joint sub- 
sidiaries. 

In the past ten years, however, 
joint ventures of this type have been 
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created at a rapidly increasing pace. 

One of the essentials in a success- 
ful joint venture is that the partners 
think pretty much the same way. If 
the partners in a 50-50 venture dis- 
agree sharply, there’s no easy way to 
settle the disagreement. For this rea- 
son, J. Russell Wilson, vice president 
of Monsanto Chemical Corp., and a 
director of Mobay, a joint venture 
that brought urethane foam technol- 
ogy here from Germany, says the 
growth of the venture can be speeded 
up if executives and directors of a 
joint subsidiary think as much as 
possible in terms of what's good for 
the joint venture instead of what's 
good for their parent companies. 

Should an irreconcilable difference 
develop between the partners—or 
should one partner simply become dis- 
enchanted with the venture—a means 
of withdrawal generally is provided 
in the basic partnership agreement. 
A “first refusal” clause is nearly stand- 
ard. This means that if one company 
wants to end the partnership, the 
other company has the first crack at 
buying it out. These “buying out” 
provisions are necessary, because 
sometimes the ventures do not work 
out as one or the other partner antic- 
ipated. 

Ihe parent companies in a joint 
venture generally supply key person- 
nel. According to Dr. Frank Reichel, 
chairman and chief executive officer 
of American Viscose, the fringe bene- 
fits offered by a joint venture are 
usually higher than those of either 
parent, because they are the best 
possible combination of the two. This 
is one of the inducements used to 
recruit employees from the parent 
companies. Once a joint venture gets 
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rolling, it generally lures people from 
the open market. But it can always 
draw on the parent companies in 
an emergency. 

There are no hard-and-fast rules 
about the proportion of cash supplied 
by joint venture partners. Sometimes 
one partner supplies most of the 
know-how and laboratory facilities, 
and the other corporation supplies 
the bigger share of the capital. In 
other cases, both supply cash and 
equivalent sales or technical know- 
how. 

Once the joint venture is launched, 
it is generally expected to meet its 
own cash needs, either by retention 
of earnings or by borrowing. Banks 
are usually willing to lend money to 
joint ventures, because they know 
that the corporate partners will al- 
ways stand behind their creations. 
Joint ventures prefer not to raise 
cash by offering stock to the public, 
because this would weaken control 
by the parents and force unneces- 
sarily early distribution of earnings. 

Risk sharing was the raison d’étre 
for the older joint ventures set up 
by competing companies to exploit 
natural resources. Although this is 
rarely true for the new breed of ven- 
tures, the risk-sharing aspect still is 
important. Some new joint ventures, 
just like conventional corporations, 
have gone sour. For example, more 
than two years ago, when the govern- 
ment was desperately force-feeding 
the construction of primary titanium 
mills, Allied Chemical Corp. and Ken- 
necott Copper Corp. formed a joint 
venture to make titanium. Shortly 
afterwards, advances in astronautics 
eliminated the need for enormous 
quantities of the metal. Luckily, Al- 
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lied-Kennecott had not yet constructed 
its plant, as had some of the other 
joint-venture titanium producers. The 
operation now lies dormant. 

Nevertheless, most joint ventures 
have been successful—some spectac- 
ularly so. Last year, Owens-Corning 
Fiberglas surpassed the sales of one 
of its two parents, Corning Glass 
Works. In the same year, Chemstrand 
made a greater profit on sales of its 
nylon than one of its two founders, 
American Viscose. The profit return 
of Chemstrand to its co-owners has 
been so great and has aroused such 
public interest that the company has 
been distributing annual reports for 
the last three years, although it is 
under no legal obligation to do so. 

Setting up joint ventures in foreign 
countries is a much more complicated 
procedure than in the United States. 
In many countries, foreign companies 
have no choice but to organize a 
joint venture to comply with national- 
istic policies. Many American com- 
panies—e.g., Dow Chemical—are 
considering setting up joint subsidi- 
aries with leading companies in Euro- 
pean Common Market countries in 
order to protect their well-established 
markets. 

Although the U.S. government puts 
no legal blocks in the way of joint 
ventures, the federal tax laws do pose 





some problems. First, any dividends 
to the owners are taxed, but at the 
low rate of about 8 per cent. Second- 
ly, losses by a joint venture cannot 
be deducted from the profits of the 
parent companies in figuring their 
income tax bills. 

Neither of these restrictions is 
particularly inhibiting, however. A 
joint venture generally doesn’t make 
enough money for the first five to 
ten years to give the owners a return 
on their investment. Once it starts 
making money, the co-owners usually 
plow back earnings to increase their 
equity. And since it is the exception 
for any stock to be held by the public, 
the directors are under no pressure to 
declare dividends. 

The joint venture is an increasingly 
valuable financial tool, but it can’t be 
used indiscriminately. As Hermann 
G. Place, founder-chairman of Gen- 
eral Precision Equipment, puts it, the 
prospective joint venture has to be 
a “natural.” It can’t be planned or 
force fed. 

Under the right conditions, a joint 
venture can provide the know-how 
and speed of operation needed in a 
business era in which rapidly chang- 
ing technology gives companies too 
little time to develop some deficient 
process or market a by-product with 
a limited life cycle. % 





IF THERE IS A LESSON more essential than any other for this country to 
learn, it is the lesson that the enjoyment of rights should be made con- 
ditional upon the performance of duty. For one failure in the history of 
our country which is due to the people not asserting their rights, there 
are hundreds due to their not performing their duties. 
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When is a job a career? 
At one time or another, 
every executive asks 
himself this question . . 


AM I IN THE 





RIGHT JOB? 


Condensed from Nation’s Business 


One of the greatest drains on 
creative energy and productivity is a 
man’s nagging feeling that perhaps he 
is in the wrong line of work. 

Many businessmen at all levels and 
career stages suffer this vague dis- 
turbance. The chances are, however, 
that most of them are reasonably well 
suited for the type of work they do. 

Such job maladjustments as are 
present can often be eliminated by 
relatively simple measures. Starting 
a new career is not likely to be 
necessary, and even less likely to be 
practical. 

What is the best way to choose a 
lifework, and when should a career 
switch be made? Intelligent career 
planning requires a balancing of the 
idealistic against the realistic. Four 


factors should be considered: inter- 
ests, abilities, personality traits, and 
everyday practicalities. 

Interests. Dr. Julius Segal, Wash- 
ington, D.C., psychologist, says in- 
terests should be thought of in the 
broadest terms. Examine thoroughly 
your likes and dislikes. Think about 
the types of people that interest you 
most, which men you admire and 
respect, the books you read, the 
hobbies you pursue or would like to 
pursue, what you daydream about 
doing. 

Misreading one’s interests is a 
common error. That's why a person 
needs to look below what appears on 
the surface. A man who in college 
was a member of the track team, 
president of the club for athletes, and 
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president of his fraternity, decided on 
personnel work because of his ap- 
parent interest in people and _ his 
ability to get along with them. 

He soon became unhappy. He dis- 
covered that his efforts in trying for 
office and for sports sprouted, not 
from a strong liking for people, but 
out of a sense of competition. With 
this realization, the young man 
switched to sales. He is currently 
doing well and is happy in his work. 

Vocational guidance tests can show 
a great deal about one’s interests. 
Taking the tests helps clarify a per- 
son’s ideas of his own interests. But 
as E. R. Ritzman, director of testing 
and counseling at The George 
Washington University in Washing- 
ton, emphasizes, the tests are simply 
guidelines. “Many people expect the 
counselor to solve all of their prob- 
lems for them. Instead, it is the 
counselor’s job to guide, question, 
stimulate thinking, and in general to 
help a _ person analyze his own 
problem.” 

Some few individuals seem to have 
strong interests right from the begin- 
ning, and no confusion or doubt 
seems ever to enter their thinking. 
These people, however, tend to be in 
the minority. “Most of us worry a 
good bit about our careers. 

A nationally recognized psycholo- 
gist was at one time undecided about 
whether to go into psychology or 
journalism. Appraising his decision, 
he said, “It wouldn’t have made a 
great deal of difference. I’m getting 
the same satisfactions now that I 
would have received in journalism.” 

Working with people, understand- 
ing them and studying them, was his 
chief interest. This interest could 
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have been satisfied in journalism as 
well as in psychology. 

This points up the close relation- 
ship between different kinds of work. 
Many careers or professions are 
flexible enough so one can lean toward 
his particular interests within the 
framework of the present job. 

Abilities. A successful research 
psychologist confesses he would like 
to have been a concert musician. In 
earlier days, le practiced diligently 
on the violin. Later he switched to 
the viola because the conductor of 
the city’s symphony orchestra told 
him he would stand a better chance 
of getting a chair in the orchestra 
with that instrument. After months 
of practice, he performed with the 
orchestra. 

Afterward, the conductor, who had 
watched his efforts to become a 
musician, said of him, “This boy has 
no talent, but plenty of courage.” 
The young man decided to study 
psychology. 

This anecdote illustrates two 
things about career planning. First, 
you learn most about your abilities 
through trial and error; second, suc- 
cessful career planning is a mixture 
of idealism and realism. 

If you simply do not have the 
ability to perform the job that gives 
you the highest satisfaction, then you 
have to take the next best. Perhaps 
the highest interest can be pursued 
avocationally with a great degree of 
satisfaction. 

Personality traits. 
terests are closely related to his 
personality traits. Personality traits 
are probably the most difficult for 
most people to recognize in them- 
selves. 


A person’s in- 
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A personality trait can be described 
loosely as a person’s innermost biases, 
prejudices, aversions, and affections. 

One highly successful research 
physicist told an interviewer in a 
New York executive placement or- 
ganization that he wanted to get com- 
pletely out of research and become an 
administrator. He would be chucking 
many years of experience and, in 
effect, starting a new career at middle 
age. The physicist had been given a 
laboratory of his own in a giant cor- 
poration and could come and go 
virtually as he pleased. 

Through questioning, the inter- 
viewer learned that the physicist, who 
had only been in his job a short time, 
previously had been with a college 
research organization. There, too, he 
had a private laboratory and a maxi- 
mum of freedom. In his old job, 
however, the physicist had to make 
reports, give speeches, and was often 
placed in the limelight. 

When this was pointed out, the 
man realized that what he wanted 
was not a new career but a higher 
degree of personal recognition in his 
present one. Once he recognized his 
problem, he set about changing the 
cause. To his surprise, he found the 
company was eager to have him take 
a more active part in reporting on his 
activities. 

When assessing your personality 
traits, ask yourself: How much pres- 
tige is necessary to make you happy? 
How much recognition? How much 
authority? How much personal free- 
dom? How much money? Can you 
stand conflict? Do you like to try to 
influence others’ thinking? Do you 
feel you must do something unusual? 
Do you feel extremely uncomfortable 
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in a large city, or does the excitement 
of bustling crowds stimulate you? 

One person will place a desire for 
prestige ahead of desire for authority; 
another will place individual freedom 
and avoidance of conflict above 
money. An honest appraisal of one’s 
personality is difficult, the well 
adjusted person, however, is able to 
take a good look at himself and admit 
such things as his desire for power, 
prestige, or authority. 

Everyday practicalities. An ac- 
ceptance of the realities of life serves 
to pull together interest, ability, and 
personality and helps a person to settle 
on a career. 

In their simplest form, the everyday 
practicalities may boil down to ele- 
mentary facts. If you have never had 
formal scientific education, it would 
probably be impractical to decide at 
mid-career that you would be happier 
as a scientist. A person with a well- 
paying job may have a strong teaching 
interest and ability. It may suit his 
personality traits. But he may feel 
that maintaining his present home 
and providing for his wife and 
children as he wants to make teaching 


impractical. 
Many persons drift into their par- 
ticular occupations. Some _ were 


forced into them because no other 
suitable jobs were available. Many 
in mid-career or later do not have the 
necessary skills to go further. Others 
realize, “I’m not going to be president 
of the firm.” These are all examples 
of the everyday practicalities that each 
of us faces in one form or another. 
The secret for mapping a satisfactory 
career is to consider all these factors 
and balance them against -realism 
and idealism. 7 
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STOCK MARKET FEVER 


By Rudolph L. Weissman and Lucien O. Hooper 


Condensed from Challenge 


Bee THE PRESIDENT of the New 
York Stock Exchange and the presi- 
dent of the American Stock Exchange 
have recently called attention to the 
dangers of reckless, uninformed buy- 
ing in today’s stock market. The 
chairman of the Securities and Ex- 
change Commission warns that some 
fraud and manipulation are accom- 
panying the widespread growth of 
interest and activity in securities. 
Leading newspapers have also found 
it necessary to contribute sobering 
editorial comments on the spectacular 
rise in speculation. 

Speculation in this generation is 
no different than it has been in the 
past. The speculator who feels like 
making “a quick killing” on the stock 
market is usually not interested in 
owning stock as an evidence of his 
investment in a business. Company 
earnings, financial condition, divi- 
dends, management, prospects—all 
these are so many irrelevancies to 
him. Growth is not a matter of the 
economic improvement of his com- 
pany; it is a higher quotation on the 
ticker tape. 

Those who are in close touch with 
the investing public have seen a 
growing number of investors abandon 
their usual caution. There is the 


once-timid investor who always asked 
for a complete report before he would 
part with his money. Now he relies 
solely on the advice of a friend of a 
friend who made “lots of money” in 
the market. 

Brokers have had inquiries about 
the stock of a growth company that 
promises to move up in a short time— 
say two weeks or 30 days—and 
questions from such optimists as the 
man who wants to buy a stock (he 
has never bought stocks before) be- 
cause he has watched it go up regu- 
larly in the past two weeks. 

People who used to meet in the 
evening to discuss literature, the 
movies, the theater, or sports sud- 
denly seem to have discovered an in- 
terest that has absorbed all their con- 
versation—the movements of the 
most sensational stocks during the 
day. Lectures by brokerage firms and 
courses in investment have multiplied. 

The increased interest in the stock 
market has affected all classes. Some 
wealthy investors, who for some years 
have been putting most of their 
funds in tax-exempt securities, have 
now shifted their investments to 
commen stocks. 

Odd-lot purchases, or purchases of 
less than 100 shares, rose more than 
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70 per cent this spring over 1958, 
indicating that many small buyers 
have come into the market. And the 
sales of open-end investment company 
shares (e.g., mutual funds), even 
after allowing for the increase in re- 
demptions, have been exceptionally 
heavy. In the first quarter of 1959, 
the net sales figure reached $400 
million—two and one-half times more 
tha: sales for the same period in 
1958! 

Unlike the 1920’s, when it was 
possible to buy and sell large amounts 
of stock without drastically affecting 
prices, today’s market is a “thin” one. 
The over-all volume of trading is 
light, and the slightest increase in 
bids or offerings is enough to stimu- 
late violent price fluctuations. For 
example, the stock of Owens-Illinois 
Glass, which has some 7.1 million 
shares of common stock outstanding, 
recently declined two and _three- 
quarter points in one day when the 
volume of trading in the stock was 
only 1,200 shares. Some months 
earlier, National Lead, with 11.6 
million shares of common stock 
listed, rose about six points in a single 
day with trading of less than 5,000 
shares. 

There is sufficient statistical evi- 
dence that speculation has begun to 
rise substantially during the past few 
months. The monthly turnover of 
stocks listed on the New York Stock 
Exchange, which had averaged 12 
per cent annually in recent years, 
climbed to an annual rate of 20 per 
cent during this spring. The daily 
average volume of trading has been 
close to 3.9 million shares since the 
beginning of the year, as compared 
with the daily average of three mil- 
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lion shares in 1958, and the daily 
average of only 2.2 million shares in 
1956-57. Another evidence of greater 
speculative interest has been the rapid 
rise in the amounts owed to brokers 
by customers who are carrying margin 
accounts. Such debit balances in- 
creased by 24 per cent over last year, 
and as of April 30, 1959, they were 
in excess of $3.5 million. 

The prices of normally low-priced 
common stocks have been rising 
rapidly at a rate about two and one- 
half times that of the average com- 
mon stock prices. In addition, the 
value of new common stock issues has 
also been growing. With few ex- 
ceptions, such as in the case of public 
utility stock offerings, the major part 
of this increase has been in offerings 
of relatively small companies, many 
without an established .earning or 
dividend record. 

Admitting that the speculators are 
now on the scene more frequently 
than in other periods of the recent 
past, how does the present market 
differ from the state of affairs in 
1929? 

The excesses seem to be concen- 
trated in less important industries. 
In 1929, fantastic prices were paid 
for the stocks of banks and public 
utility issues. Now, the electronics 
and space-age stocks are the objects 
of speculation. While they may be 
important in terms of invested capital, 
their impact in the case of a sudden 
price decline could hardly compare 
with that of the glamor stocks of 
1929. 

While the volume of stock trading 
has risen, today’s turnover of 3.9 
million shares would have to jump 
five times to equal the 1920-29 rate 
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of 20 million shares a day. The 
degree of reckless speculation is much 
less than it was in the late twenties. 

It cannot be too strongly empha- 
sized that the attitude of the finan- 
cial community is more intelligent. 
Brokers’ loans are much smaller than 
they were in the fall of 1929, and 
with the present margin requirements 
of 90 per cent fixed by the Federal 
Reserve Board, a debacle similar to 
October-November, 1929, does not 
seem possible. Other safeguards in- 
clude the regulation of short-selling, 
the market activities of specialists and 
floor traders, and the _ increased 
vigilance of both the SEC and the 
New York Stock Exchange. 

The financial condition of industry 
is also much sounder. Large indus- 
trial companies do not have to offer 
huge quantities of new stock issues; 
in fact, this has been one of the 
reasons for the rise in the demand 
for existing shares. As of a recent 
date, manufacturing companies had 
more than $4 of equity for each 
dollar of debt. Accounting practices 
are also sounder than they were 30 
years ago, and pyramiding of public 
utility holding companies and of in- 
vestment companies is absent. Here 
and there exuberance is leading to 





some doubtful practices, but in the 
aggregate they are not of great sig- 
nificance. 

Men who have experienced the 
Great Depression are probably overly 
worried about current high stock 
prices; but there is a real danger that 
the new generation of speculators who 
never have known adversity may be- 
come too confident. In some cases, 
prices have already exceeded corporate 
price-earnings ratios, and future 
prosperity has been discounted further 
ahead than is safely predictable. 
Speculators and gullible “get-rich- 
quick” buyers of common stocks may 
have to learn that capital gains and 
growth cannot be relied on to occur 
with monotonous regularity. 

The rate of turnover probably will 
have to be much more rapid before 
the boom in speculation causes severe 
damage in the market. Up to now, 
permanent stock ownership has 
proven to be more profitable than 
speculation, and unless the regulatory 
authorities and the financial com- 
munity abandon their policies com- 
pletely, any shakeout in the stock 
market will probably not set forces 
into motion that would seriously im- 
pair the proper functioning of the 
economy. + 





POPULATION in the Middle East is increasing at the rate of four million 
a year—enough to populate a city the size of Chicago. In Saudi Arabia, 
population has reached a density of more than 3,000 per square mile. In 
the ‘U.S., population density is only 239 per square mile. By 1975, the 
increase in population in the Middle East will be 63 per cent, compared 
with a 31 per cent increase in the United States. 
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How much time should 
an effective executive, 
during any working day, 
spend at his desk? 


PARKINSON'S LAW for PAPER WORK 


By C. Northcote Parkinson 


Condensed from The New York Times Magazine 


ten FLOOD of paper which now 
threatens to submerge the world is 
something peculiar to this century. 
The Hellenistic scribes who wrote on 
papyrus, the Chinese bureaucrats who 
exercised their penmanship on silk, 
and even the eighteenth-century clerks 
who inscribed their civilities on rag 
paper with a quill pen, were guiltless 
of any such mass dispensation of the 
written word as exists today. 

In a number of organizations the 
question is being asked whether paper 
work has gone too far. Some have 
agreed that it has. A few, a very few, 
have actually done something about 
it. In this respect, we may note a 
program recently undertaken by the 
firm: of Marks & Spencer, Ltd., a 


British retail-store organization, oper- 
ating through 237 branches. Merely 
by deciding that the head office should 
trust the branch managers, and that 
the branch managers should trust the 
girls behind the counters, Marks & 
Spencer found that it could do away 
with time cards, catalogue cards, com- 
plaint reports, and stock-room forms, 
thus eliminating 22,000,000 pieces 
of paper weighing 105 tons. All that 
they. lost was a mass of statistical data 
of which no use, in fact, had ever 
been made. 

It is no easy task to decide how and 
when a firm should free itself of a 
system based on a paper-ridden bu- 
reaucracy. The perfect system, for a 
retail store chain would not be perfect 
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for, say, the Tennessee Valley Author- 
ity. Proper examination of all the fac- 
tors involved would mean writing a 
book. Here we have space only to 
consider a relatively simple test ques- 
tion: how much time should an effec- 
tive executive, during any working 
day, spend at his desk? 

Let us compare the routines of two 
company presidents, whose names, 
purely imaginary, shall be A and B. 
President A arrives at the office to 
find his in-tray piled to a height of 
eighteen and three-quarters inches. 
Of this stack, eleven and one-half 
inches is information which A has 
demanded; the remainder consists of 
reports on which his decision is asked. 

Hardly has he looked at the first 
item before the day’s mail is added. 
Of this additional eight inches, nearly 
half is composed of circulars from the 
federal government, the top one (odd- 
ly enough) a booklet on “Buying 
Men’s Suits.” For circulars of this 
kind every office has a suitably capa- 
cious and cylindrical receptacle. But 
the reports have to be dealt with in 
less summary fashion. 

The process of dictation has scarce- 
ly begun when the first telephone 

With a staff confer- 
lasting nearly an hour, 


call is received. 
ence at 11:30, 
and with continual interruptions of 
every kind, A finally disposes of all 
the business on hand. By the time he 
leaves the office every letter has been 
answered, every problem solved and 
the in-tray left empty. A feels that 
he has earned his salary and doubts 
whether anyone else could have done 
as much. And so the day’s work 
comes to an end. 

President B has an outlook and 
methods which are totally different. 
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lo B the flood of correspondence is 
merely an interruption. Were it to 
occupy the day, as it does in A’s office, 
B would think that his time had been 
wasted. This outlook is reflected in 
his routine. His mail is opened at 
8:45 and the rule of the office is 
that 50 letters must be dealt with by 
9:15. B often replies in his own 
handwriting, usually at the foot of 
the document he has received. His 
answers are laconic: “Sorry—can’t be 
done.” “O. K., I'll be there.” “I quite 
agree.” And occasionally: “Drivel!” 

To other letters he dictates a brief 
reply. Those he has not answered by 
9:15 will have to be answered by 
someone else, for that is the moment 
at which his dictation stops. At 9:20 
there is a staff meeting, which lasts 
no more than ten minutes, at which 
outstanding problems are dealt with 
verbally. The meeting over, B grabs 
the telephone and attempts to make 
eight long-distance calls before 9:40. 
He has found by experience that the 
lines are mostly free then and that 
the same calls later in the morning 
would take twice as long. 

At 10 he quits his desk and leaves 
the office, beginning a leisurely tour 
of the factory or setting off on a 
visit to a branch establishment. In- 
stead of tearing around the factory 
so as to get back to the office, he 
tears through the office work in order 
to have time for the factory. He greets 
the elderly foreman: “Hello, Fred, 
how’s it going?” “Tell me, Bill, how’s 
that new lad shaping on No. 5?” He 
feels pipes to see whether they are too 
hot. He notices a light left on in 
daylight. He sees a blocked gutter 
and tells someone to clear it. He asks 
after a man’s wife, whom he knows 
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to have been ill. And all the time 
he is noticing things and talking, his 
mind is revolving around a new idea. 
How would it be if they installed a 
gantry in No. 11 Shed, making a 
new loading point at the back? 

Pondering this problem, he spots 
a boy he has never seen before. “Who 
is the ginger-haired lad over there?” 
Later that day, the awe-stricken youth 
will be telling his mother, “The boss 
actually spoke to me, asked me which 
school I been at—just like as if he 
was interested!” If there is any trou- 
ble in B’s factory—and there seldom 
is—he sees it coming from a mile off. 
If the place were to catch fire, he 
would be the first man on the spot— 
a fact which everyone seems to have 
realized. 

It is just the same at the branch 
establishments. B always tells them 
when he is coming. Why? Because, 
he says, the value of the visit lies half 
in the tidying-up process which pre- 
cedes it—the lick of paint on the 
previous day. He would have achieved 
something even if the visit had to be 
canceled at the last moment. But B’s 
visits are never canceled and never 
even hurried. He sees everything, 
even the new tennis court. He has 
lunch in the staff canteen. If there 
is a lack of leadership, a decline of 
loyalty, that is the time when B 
detects it. 

Should he stay the night, as he 
often does, the head office staff knows 
that he will ring up at exactly 9:20 
next morning. By then his mail will 
have been opened and his deputy will 
have framed fifteen or twenty ques- 
tions, to each one of which the an- 
swer can be “Yes” or “No.” After five 
or six minutes B will ring off and 
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turn once more to the things that 
matter. There are people who believe 
that B is a very good manager indeed. 

If there is a moral to be drawn 
from this comparison, it is that peo- 
ple matter more than systems. In a 
news account of how Marks & Spen- 
cer came to simplify its paper work, 
the most significant words may have 
escaped attention. “It all began one 
Saturday afternoon,” wrote the cor- 
respondent, “when Sir Simon Marks, 
chairman, visited a branch store at 
Reading.” Finding the girls working 
overtime to complete the catalog 
cards, Sir Simon asked what the cards 
were for. No one could tell him. No 
one knew. No one had ever known. 

It was from that moment that the 
great reforms began. They would 
never have begun if Sir Simon had 
stayed in his office, holding board 
meetings and answering mail. When 
he made his discovery he was not 
only visiting a branch store outside 
London—he was visiting it on a Sat- 
urday afternoon. 

But with our praise for Marks & 
Spencer’s reorganization we must in- 
clude a word of warning. To clinch 
their admirable reforms, the directors 
have set up an anti-paper committee, 
excellent in itself but representing, 
nevertheless, the thirteenth stroke of 
an overzealous clock. For a commit- 
tee, once formed, is apt to develop a 
momentum and life of its own. From 
small beginnings it will accumulate 
its subcommittees, its own permanent 
staff. Unless Sir Simon remains eter- 
nally vigilant, his anti-paper organi- 
zation will become a major depart- 
ment, its anti-paper directives using 
more paper than was ever’ used 


before. 
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Money is undoubtedly the greatest incentive 
for selling, but other factors—recognition, 
opportunity, competition—can also be 


strong motivating forces .. . 


What Makes Salesmen Sell? 


Condensed from Industrial Distribution 


M ANAGEMENT can neither manipu- 
late salesmen nor instill them with 
inner drives they don’t already have, 
but there's a great deal sales managers 
can accomplish to help their men 
reset their sights and _ re-awaken 
latent forces of energy. 

First, management must insure 
that the work climate does not con- 
tradict its professed ideals of leader- 
ship. Salesmen should have “freedom 
to fail” within reasonable limits. If 
a salesman has done everything 
humanly possible to win an order for 
his company, but still loses it to 
competition, let him know you're 
aware of the effort expended; that 
you understand the order was lost 
because of circumstances beyond 
control; that you'll do everything pos- 
sible to help him land the next order 
when another inquiry comes in. 

Good communication is essential 
to a proper work climate. 

The sales manager should be 
available when salesmen need him, 
and be able to give decisive answers 
when confronted with problems only 
he can solve. Most salesmen will ac- 
cept the manager who has proved 
himself a leader and believes his 
major role is to develop men and 
support them in their work. 


Industriai Distribution (September, 
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In addition to the general work 
climate, there are four specific areas 
in which management can provide 
incentives for selling. 

1. Compensation. A  compensa- 
tion program. should be flexible, eco- 
nomical, and well administered. But 
to accomplish the main purpose for 
which it is intended, it must instill 
in salesmen both a sense of security 
and a strong desire to earn more 
money. 

Compensation methods range from 
straight salary to straight commission 
on gross profits. How total com- 
pensation will be divided between the 
fixed portion (salary) and the con- 
tingent portion (incentive) depends 
on the nature of the salesman’s job 
and what~is expected of him. Ac- 
cording to a comprehensive report in 
Chemical Week, two principles pro- 
vide a guide for determining the 
breakdown between fixed and in- 
centive income: 

@ When a salesman must perform 
more non-selling duties than selling 
duties, he should receive more of his 
income in the form of salary. 

® To be effective, the incentive 
portion of a salesman’s earnings 
should increase his base salary by at 
least 15 per cent. A lower percentage 
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seldom provides sufficient motivation. 

Ideally, a salesman’s salary should 
reflect both the worth of his territory 
and the worth of the salesman him- 
self. A rule of thumb for determining 
any salesman’s total income is that it 
should correspond roughly with the 
total income of salesmen doing 
similar jobs in competing firms and 
key individuals in customer firms with 
whom he has regular dealings. 

2. Recognition. Salesmen want 
to work for a management and a 
company they can respect. They 
want to be proud of the work they 
are doing, and to feel there is a 
future for them in the industry. 
Above all, they want recognition. 

Of course, false recognition, or 
flattery, is worse than none at all. 
Praise is out of order unless it is 
sincere. And motivation efforts that 
overwhelm salesmen one day but are 
later neglected will be worthless. 

Those sales managers who try to 
stimulate job enthusiasm for all sales- 
men with timeworn expressions like, 
“You can go as far as you want 
here,” and “Your success with us is 
limited only by what you make it,” 
eventually arouse their salesmen’s re- 
sentment and distrust, unless it’s 
quite apparent that such statements 
are literally true. 

Actions are more effective than 
words in giving recognition to a 
salesman. For example, companies 
that feature pictures and brief bi- 
ographies of their salesmen in a com- 
pany house organ, preferably one 
that’s mailed to customers and sup- 
pliers as well as fellow employees, 
testify that the effort is well repaid. 

Recognition within the salesman’s 
company can also be promoted with 
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wall charts and other visual aids. 
Graphs showing sales growth over the 
past ten years and organization charts 
with salesmen in prominent positions 
have a place in emphasizing the stra- 
tegic role of a company’s salesmen. 

Salesmen also like to be recog- 
nized as sources of ideas for manage- 
ment. Given half a chance, few 
salesmen are reluctant to express 
opinions about ways of improving 
their own work assignments and mak- 
ing the company’s sales plans, poli- 
cies, and procedures more effective. 
Employed correctly, such participation 
is a positive force for good leadership 
that both helps a sales manager solve 
problems and gives expression to his 
salesmen’s strong desire to be recog- 
nized. 

All salesmen want to know where 
they stand, and they don’t like to be 
kept guessing. Thus written reports, 
letters, or bulletins that periodically 
show each salesman’s progress, along 
with appropriate comments ” man- 
agement, can be real morale builders. 

3. Opportunity. Salesmen with 
the opportunity to add to their knowl- 
edge, to grow in professional stature, 
to improve themselves as mature 
human beings have a_better-than- 
average chance of discovering that 
inner spring to action called motiva- 
tion. 

Though most companies sponsor 
some form of sales training, few 
seem aware of all the other aids that 
can help salesmen add to their store 
of knowledge and improve their abil- 
ity to sell. 

Can your salesman’s off-the-job 
reading diet be upgraded? Many 
companies pay all or part of trade 
magazine subscriptions for their sales- 
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men. Is he enrolied in a salesman’s 
book club? Has he read the current 
best text on sales techniques? The 
investment in such aids to knowl- 
edge is small indeed compared with 
the value to be gained. 

Though attitude is not necessarily 
a function of knowledge, the com- 
pany that provides ample opportunity 
for salesmen to learn more about their 
profession is almost certain to help 
them improve their attitudes. All 
salesmen should be given opportunity 
to obtain: 

© Broad training in business know- 
how (understanding the basic sta- 
tistics of their company and industry; 
knowledge of factors that are likely 
to affect these earnings and influence 
future trends). 

® Information on specific problems 
of their own industry and the in- 
dustries of major customers. 

© Current know-how on bringing 
tangible, money-saving suggestions to 
customers and prospects. 

Sometimes even a competent sales- 
man seems to stagnate. He knows 
his products and accounts, but over 
the years the monotony of plugging 
the same lines to the same _ people 
chips the edge off youthful vigor. 

There are many ways to help a 
salesman freshen his outlook; a new 
specialty to sell, a new account to 
crack, a new salesman to train, a new 
sales training program to plan. 

Training does not necessarily mean 
classroom, or sales meeting, instruc- 
tion alone. Any activity properly 
planned to increase a man’s under- 
standing of his responsibility is train- 
ing. Short discussions and curbstone 
conferences in the field can be just 
as effective in helping salesmen to 
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become better producers as the most 
elaborate training sessions. 

4. Competition. Though many 
salesmen may be working far below 
capacity, most of them have a sincere 
desire to excel. Contests and other 
forms of competition have been em- 
ployed successfully by many sales 
managers to break monotony, focus 
efforts, and spotlight rewards. 

Although the contest idea has 
strong support, there are many articu- 
late critics who condemn it. Harry 
Constantine, a clinical psychologist 
who worked recently with Rockford 
Tool & Transmission Co., Rockford, 
Ill., contends that most sales contests 
set up false criteria. He maintains 
that prizes and other contest incen- 
tives have an “exploitive” quality 
which leaves most salesmen with the 
feeling, perhaps subconscious, that 
they are being “bribed” or “bought.” 

Since contests pit one salesman 
against another, Mr. Constantine ex- 
plains, additional pressure is applied 
where there may already be more 
pressure than is desirable. This ex- 
ternal pressure may not only force 
salesmen into irresponsible, unnatural 
behavior (such as falsifying their 
call reports or high pressuring cus- 
tomers), but could work to sever 
communication between salesmen and 
management. Finally, it may also 
tend to take much of the enjoyment 
out of a salesman’s job. 

Pro and con opinion on the merits 
of sales contests would fill many 
books. The record shows, however, 
that in many instances, contests work. 
For best results, salesmen should be 
consulted before the establishment of 
goals. If the goals are realistic, the 
salesman’s subsequent record can be 
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frankly appraised on a basis that will 
not be questioned. 

No mature salesman objects to be- 
ing measured in terms of his ability. 
He welcomes a fair and reasonable 
quota that both he and the sales 
manager agree has been reached with 
known, or properly researched, facts. 
A simple account-by-account analysis 
by salesmen and sales manager can 
supply the basic facts for quota 
setting. 

Goals may be self-generative in that 
the attainment of one goal will cause 
another goal to be substituted. But 
goals should also be flexible. When, 
through no fault of his own, the 
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salesman does not attain his aims, 
the sales manager should not hesitate 
to reset the sights. Constant pressure 
on salesmen to achieve unrealistic 
goals leads to frustration and despair. 

In motivation, the object is not to 
impel men to try the impossible, but 
to help them realize their potential 
within limits of the capabilities 
they were born with. It’s not to 
frustrate them, but to remove the 
causes of those inner conflicts that 
inhibit salesmen from doing what 
they themselves most want to do— 
work hard and happily at a job they 
respect and are confident they can 
profit from. + 
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TAKING THE GUESSWORK 


OUT OF 


MEDIA SELECTION 


By Lee Adler 


Condensed from Management Methods 


Tan succEss of an _ advertising 
campaign depends to a large extent 
on what media are used. Unfor- 
tunately, there are no _ infallible 
scientific criteria for measuring the 
relative effectiveness of different 
media. The answer to the problem 
of media selection must be experience, 
skill, and judgment. A host of fac- 
tors must be weighed—the product 
itself, creative strategy, the budget 
available, media values as applied to 
the specific product and sales mes- 
sage, media cost comparisons, market 
status, competitive position, and more. 

There are plenty of reasons why 
ads end up in the wrong place. Take 
the case of a large Ohio manufac- 
turer of semi-finished industrial goods. 
This company recently became con- 
cerned with its static media pattern. 
The president suspected that habit 
and resistance to change were playing 
too large a part. His feeling was con- 
firmed when the marketing manager 
admitted: 

“Yes, habit does affect media deci- 
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sions. Once you make a decision you 
tend to stick with it unless you're 
proven wrong. It’s harder to make a 
change than to go along with what 
you have been doing.” 

On the other side of the coin, 
impatience can be just as damaging 
to a sound media plan. As the adver- 
tising manager of a grocery products 
distributor observed recently: 

“Sometimes results are looked for 
too early. Six months or a year may 
not be enough to reflect the movement 
of your product generated by a spe- 
cific media campaign, so there is 
restlessness to try something else.” 

These examples are drawn from 
the continuing studies of the media 
selection process sponsored by 
Printers’ Ink and _ conducted by 
Market Planning Corp. These studies, 
based on depth interviews with ad- 
vertising agency and client executives 
in all industries across the country, 
have highlighted a number of in- 
stances of poor media selection. 

There is the example of one 
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respondent—in the marketing man- 
agement of a soft goods manu- 
facturer—who admitted he was in- 
fluenced by the personai liking he 
had for a media representative. Here 
are his own words: 

“Personal factors are involved in 
media selection—in some cases to the 
point of controlling it. I can give 
you the example of one case where 
Lawrence M——— recently retired 
from Magazine A. He held adver- 
tisers by his personality. I shifted 
then to Magazine B because I Jiked 
the man there better . . .” 

There is the equally curious in- 
stance of a cosmetics firm. In re- 
ferring to switching from newspa- 
pers to television, the company’s 
advertising manager carefully traced 
the progress of the idea from its in- 
ception as a management suggestion, 
through an agency recommendation, 
referral to the advertising committee, 
analysis by that committee, and 
recommendation to the president, who 
reports to the chairman of the board. 
All very logical and clear-cut—the 
full marketing team in action. Then 
the advertising manager added: 

“Now do you want to know what 
really happens? It’s all up to the 
owner of the company. He doesn’t 
like newspapers—and he likes tele- 
vision. So we're in television.” 

What can be done to improve 
media selection? The studies being 
made of the process show that com- 
panies are taking three basic steps to 
systematize it so that it can operate 
more smoothly and effectively. 

1. Set concrete marketing objec- 
tives. Markets need to be defined 
carefully. Customer profiles should be 
outlined. Customer shopping and use 
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habits must be understood. Only 
then, executives agree, can reasonable 
objectives be set, and the strategy and 
tools to attain them chosen. Advertis- 
ing media are a part of the marketing 
strategist’s tool kit. Media selection, 
respondents observe, does not solve a 
marketing problem. Rather, media 
selection flows from the prior solu- 
tion of a problem. 

2. Obtain the facts on media and 
markets and communicate them to 
the participants in the media-selection 
process. 

This step calls for commissioning 
market research and ferreting out 
data from secondary sources and from 
media themselves. What seems to be 
especially needed here is a new order 
of relationships between advertisers 
and media. Advertisers feel that 
media should prepare research reports 
and other literature tailored to the 
needs of their various users. 

Companies and agencies must also 
cooperate. They should guide media 
in uncovering the right facts. And 
then they should make logical use of 
the facts that media present. 

Here’s a specific example to il- 
lustrate the first two steps: 

A firm offering a service for home 
owners had a simple sales goal. All 
it wanted was to sell as much of its 
service as possible. The trouble with 
this objective was that it was too 
general. The company believed all 
home owners were prospects. Hence, 
the only goal the firm had in choos- 
ing media was that of aiming at any 
and all home owners. 

Later on, market research, coupled 
with media data, showed that there 
was an enormous concentration of 
potential customers among families 
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owning homes costing over $30,000. 
Company management then weighed 
these findings and forged a new 
marketing plan. The sales goal was 
now defined more specifically so as 
to concentrate marketing efforts on 
this crucial market segment. As a 
result, it was possible to request 
media data having greater utility— 
and then to select media with greater 
precision. In the first half of 1959, 
this firm’s inquiry rate from couponed 
space advertising and from direct 
mail was up 22 per cent and sales 
were up 14 per cent. 

3. Use the talents and skills of 
all members of the management team 
to best advantage by formulating a 
policy of phased responsibility for 
media decisions. 

lo begin with, top executives often 
have a vital role to play in media 
selection. The experience of com- 
panies included in the studies high- 
lights the following situations requir- 
ing the participation of key officers: 

© When 
stake. 

@ When over-all marketing strategy 
is involved. Obviously, only the top 
echelon has a broad enough picture 
of the company’s operations to be 
able to decide a media matter that 


corporate policy is at 


will affect corporate strategy. 

@ When new or unusual problems 
of considerable importance arise. For 
example, top managements of a num- 
ber of companies reported that they 
make it a point to review marketing 
and media plans for all new products 
introduced. Similarly, the new man- 
agements of merged firms, as part of 
integrating operations, have insisted 
on reviewing marketing and advertis- 
ing programs. 
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@ When the proposed media ex- 
penditure is sizable. Some firms set 
a dollar amount above which each 
choice requires management approval. 
Such a figure will depend on a firm’s 
over-all advertising appropriation. 

@ When advertising is an especially 
important marketing tool. For ex- 
ample, top managements of manu- 
facturers of soap, cereals, and other 
low-priced, mass-consumed packaged 
goods are far more concerned with 
media selection than manufacturers 
of turbines, industrial chemicals, and 
similar products. Top managements 
in both groups, however, have the 
“final say” more often than other 
executives. 

Many companies are reducing the 
conflicts, confusion, and disruptive 
effects of emotional bias by develop- 
ing written policies to spell out the 
different roles of their officials, and 
of their agencies’ officials. Here are 
three guideposts for working out such 
a policy. They are not intended to 
imply a divorcement of one function 
from the other. On the contrary, 
these functions are closely related and 
all members of management and 
appropriate -agencv officials contribute 
to each. The separation of these 
functions indicates where the weight 
of decision-making lies in each in- 
stance. Taken this way, these guide- 
posts can be a helpful jumping-off 
point: 

1. Top management decides on 
how much for advertising. 

In making this crucial decision, 
these key men rely naturally on 
recommendations from their advertis- 
ing executives and agency. Their role 
is to review and approve rather than 
select media. 
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2. Marketing management decides 
where and what to advertise. 

Here, the specialized knowledge of 
the marketing and sales managers 
comes into play, including markets, 
consumers’ product preferences, buy- 
ing potentials, distribution, sales and 
merchandising techniques. 

3. Advertising management _re- 
views plans on how to advertise. 

Ordinarily, detailed advertising 
plans are submitted by the advertis- 
ing agency, and the media specialist 
makes proposals for Magazine A, 


Radio Station B, etc., which conform 
to the broad scale specifications given 
to him by his associates. Surveys 
reveal that this is the area where 
management sometimes injudiciously 
sways decisions to favor personal 
tastes, because of a lack of the spe- 
cialized techniques used to appraise 
media. 

By organizing for media selection, 
these whimsical practices can be re- 
duced, and, to this extent, the grow- 
ing sums invested in advertising can 
be invested more effectively. 


The Surprising Facts About Older Salesmen 


IN THE DECADE AHEAD, industry will need many more salesmen to keep 
goods flowing through the marketing pipeline as fast as they move off 


the ever-improving production line. 


This is the consensus of virtually 


all the expert predictions now being made about the next decade. Some 
predict 1 million more salesmen will be needed within ten years. 

But where will these new salesmen come from? For years, industry’s 
recruiters on college campuses have found it hard to sell new graduates 
on careers in selling. Despite many inducements, there continues to be 
a serious shortage of qualified salesmen who can produce orders. 

To fill this gap, some companies are dropping the age barrier which, 
as a general rule, causes the salesman over 45 considerable difficulty in 
finding a job. In fact, surveys show about 40 per cent of all companies 


won't hire any past 35. 


One company that is not only dropping the age requirement but actually 








giving preference to older applic: nts is World Dryer Corp. of Chicago. 
This producer of electric warm-air hand dryers recently announced a 
policy of giving hiring preference to applicants who are past 50. 

The decision was based on an analysis of the sales records of individual 
salesmen over a ten-year period. Not only were the older salesmen con- 
sistently higher producers, but in addition, they stayed with the company 
longer, thus reducing hiring and training costs. And, surprisingly, they 
lost less time on account of illness and other reasons than their younger 
confreres. At the present time, about 60 per cent of the company’s sales 
staff are past 50, and its senior salesman is 68. 

Should this policy of hiring older men spread throughout industry, 
many of the over-age and still active people (3,500 reach 65 every day) 
who are troubled by compulsory retirement and the erosion of their 
savings by inflation would be able to help out—at least part-time—jn 
the big selling job ahead. 

—Thomas Kenny in Dun’s Review and Modern Industry 7/59 
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More than an effective selection 


procedure is needed to turn a supervisory 


candidate into a good foreman... 


Supervisors Are Made, Not Born 


Condensed from Employee Relations Bulletin 


Suncnutzy, only the larger com- 
pany can afford to put on a full- 
blast presupervisory training program 
in which all potential foremen do 
nothing but learn the how-to-do-it of 
supervision over a three- or four- 
month period while receiving full 
salary. 

Even the small company, however, 
can save time and money by identi- 
fying as quickly as possible the fore- 
men or “preforemen” who won’t work 
out satisfactorily. Excellent as selec- 
tion procedures for filling supervisory 
positions may be, the company that 
claims all its choices have worked 
out is probably nonexistent. 

At Procter & Gamble (Cincinnati, 
O.), however, the batting average is 
close to perfect. The secret does not 
lie in selection techniques, as company 
industrial relations officials readily ad- 
mit. Rather, P & G believes, its 
extraordinarily high percentage of 
success in finally appointing the right 
man comes from its presupervisory 
training program, which is a time of 
testing as well as a time of learning 
for the would-be foreman. 


Among the key elements of the 
program are the following: 

© Determining the exact position 
to be filled and the responsibilities of 
the position. 

e Tying the training to these spe- 
cific responsibilities. 

® Making the trainee perform these 
tasks while in training under the 
guidance of his supervisor. 

© Testing the trainee after he has 
completed each phase of the program. 

® Making the present supervisor 
directly responsible for training the 
person slated to take over his position. 

© Using systematic training proce- 
dures; not relying on chance expo- 
sures. 

The initial step in setting up a 
program to enable a trainee to take 
over a particular supervisory job is 
a conference among the future super- 
visor, the incumbent in the position 
Cwho receives either a promotion or 
a lateral transfer when the trainee 
steps into his job), the factory train- 
ing coordinator, and staff supervisors. 

This conference details all “areas 
of responsibility” that the trainee must 
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master and outlines the program he 
must complete. Though the training 
department has prepared sample train- 
ing programs to serve as guides in 
setting up all programs, there is no 
hard-and-fast rule—except that every 
phase of the program must be tailor- 
made for the individual participant. 

Thus, though the “average” pro- 
gram runs to about four months, this 
time may be considerably shortened 
if the trainee has risen through the 
ranks and is already acquainted with 
—and knows how to run—most of 
the machinery in the department. 

Most of the presupervisory training 
consists of performance projects to 
give the trainee actual practice as 
well as information. Under the guid- 
ance of his future supervisor, and 
with assists from the present foreman, 
the factory training coordinator, or 
the appropriate staff man, the trainee 
performs all the tasks he will have 
to perform at a later time without 
guidance. 

He is responsible, for instance, for 
scheduling his own training program 
within the broad outline originally 
set up for him. He must arrange his 
own appointments with middle and 
top managers—not always easily 
reachable—to gather information and 
facts upon which he can complete 
his assignments, either problems or 
normal on-the-job tasks. 

During a specified time period, all 
assignments fall within one specific 
“area of responsibility.” The trainee 
learns immediately that both line and 
staff services must be called upon 
before most jobs can be successfully 
completed. 

Part of every trainee’s assignment 
is to attain at least a working knowl- 
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edge of all equipment in his depart- 
ment—even if he does not attain the 
status of a completely qualified opera- 
tor. Thorough training on key jobs 
which rank-and-file employees per- 
form in the department is a must. 
Rather than being taught by the su- 
pervisor, the trainee is taught by the 
operator he himself will supervise at 
a later date. This, of course, should 
establish rapport between the two 
before the trainee takes over. If it 
doesn’t, the trainee’s supervisory qual- 
ities may be questioned. 

After his training is completed in 
a particular area of responsibility, the 
trainee must take a qualifications ex- 
amination—either an oral test or a 
performance test. This test is admin- 
istered by his supervisor and, where 
applicable, a staff supervisor; the fi- 
nal exam, covering all areas, is given 
by the plant_ manager. 

In most cases, satisfactory perform- 
ance while in the training phase is 
a good indication that the trainee is 
generally qualified, and the plant man- 
ager’s questions are apt to revolve 
around problem situations. Should 
the trainee not measure up, he re- 
peats an area-of-responsibility training 
phase. 

The Procter & Gamble presuper- 
visory training program is admittedly 
complex. It can only work when a 
company can, and is willing to, spare 
a man from actual performance for 
an extended period of time—four 
months is the average—and knows 
in advance exactly what its super- 
visory requirements will be. 

Many parts of the program, how- 
ever, are applicable in any training 
situation. Whether or not the word 
“training” is used, every time a new 
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foreman is appointed, he must learn 
or be taught at least the rudiments 
of his new job. These guides are gen- 
erally applicable to any supervisory 
training program: 

When an employee steps into a 
foreman’s job with little or no pre- 
vious supervisory experience, he will 
see things in perspective more quickly 
if he is presented with an organized 
listing of his specific responsibilities 
in regard to production scheduling, 
machinery, quality control, etc. Gen- 
erally, this will entail nothing more 
complicated than elaborating upon 
the basic job description and dividing 
functions logically. 

Every new foreman needs help. 
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Theoretically, the general foreman or 
plant manager should be able to 
supply this aid and answer any ques- 
tions bothering the neophyte immedi- 
ately. In an actual small plant situa- 
tion, however, he may be too busy, 
unavailable at a key moment, or una- 
ware of specific department details. 
The old foreman alone knows the 
answers. Therefore, it should be 
made clear to both present and _pro- 
spective foremen that they are ex- 
pected to be in fairly close communi- 
cation. The trainee’s supervisor 
should satisfy himself that the trainee 
is prepared to do the job adequately. 
There is no need—and no justifica- 
tion—for leaving this to chance. @ 
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NEW USES FOR 





CLOSED-CIRCUIT T WV 


Condensed from 


Management and Business Automation 


Cxoszp-cmcurr TELEVISION, rapid- 
ly pushing itself out of the “gim- 
mick” class, is demonstrating its abil- 
ity to do a vital communications job 
for business and industrial manage- 
ment. 

Its usefulness has already been 
shown in a growing number of im- 
portant applications, and executives 
who might once have looked askance 
at the suggestion that their plant or 
office make use of closed-circuit TV 
are now examining it on the basis of 
what it can do to speed up production 
and save money. 

Cameras and receivers have been 
greatly refined over the past ten years. 
General Electric, for instance, has re- 
cently introduced a camera that can 
“see” in almost total darkness—below 
the level of human sight. A cigarette 
lighter can illuminate an entire room 
sufficiently for a picture transmission. 

General Precision Co. has produced 
a closed-circuit camera and other 
equipment that will transmit four 
times as much data as was once pos 
sible on standard 525-line television. 


This makes it particularly valuable 
for fast transmission of large quanti- 
ties of printed matter. More than 60 
lines of small type can be shown and 
clearly read at one time. 

The electronics industry is also 
well into the development of equip- 
ment that will take information di- 
rectly from a computer and instantly 
project it onto a large viewing screen. 
This represents an efficient new means 
of mass communication between the 
computer and people who need its 
information in a great hurry. Further- 
more, permanent copies of any pro- 
jected image may be made in a few 
seconds. 

Where and how is TV being used 
in business and industry? One major 
use is the visual dispatching of data 
from a central filing location to line 
management. Production schedules, 
sales and inventory charts, tables and 
graphs, engineering change orders, 
accounting records, stock cards and 
blueprints can all be dispatched effec- 
tively via closed-circuit TV, 

Banks in particular are making 


Management and Business Automation (August, 1959), © 1959 by 
The Office Appliance Co. 


NOVEMBER, 1959 


71 











good use of TV in this way. At its 
Radio City branch, the New York 
Savings Bank provided for a 333 per 
cent increase in deposits—with only 
a 25 per cent increase in equipment 
and personnel. The branch can han- 
dle a deposit total of $250 million. 

The reason: a five-pound camera, 
no bigger than a football, operating 
at an extremely low light level with 
power supplied from an ordinary wall 
outlet. This unit is installed in the 
accounting room at the bank’s main 
office. When a record is needed, 
the teller in the branch flicks a 
switch, is connected with the central 
accounting room, and asks for the de- 
sired information. The record clerk 
puts the proper card under the cam- 
era lens, and the picture is transmit- 
ted instantly. 

TV’s ability to connect branch op- 
erations is also being exploited by de- 
partment stores. Customers can make 
payments at any branch, since TV 
provides instantaneous transmission of 
credit refe-ences, sales slips, and ac- 
counts. With a centralized control, 
there is no need for duplication of 
records, and all accounts can be lo- 
cated in one place. 

One of the largest and most publi- 
cized TV installations is in operation 
at New York City’s Penn Station. 
It uses 105 cameras and 101 re- 
ceivers to handle space reservations 
and ticket selling. 

Brokerage houses have come up 
with still another use for closed-cir- 
cuit TV. E. F. Hutton & Co. has in- 
stalled television monitors which show 
ticker-tape moving across the screen 
in the executive offices. 

In one company, TV sets have 
even taken the place of a house or- 
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gan. The Hallamore Electronics Co. 
(Anaheim, Calif.) has installed 72 
receivers throughout its plant, and 
executives frequently go on camera 
to talk to employees on all subjects, 
including business and labor relations. 
Through TV, the Hallamore manage- 
ment feels it is able to establish closer 
contact with employees than it could 
through the usual house organ. 

The most widely accepted use for 
closed-circuit TV is surveillance— 
watching or supervising an industrial 
operation. Railroads watch freight 
yards, chemical companies watch 
conveyor processes, thermoelectric 
plants watch burners, steel mills 
watch hot ingots positioned for rol- 
lers. 

Closed-circuit TV has also taken 
the place of large numbers of guards 
in high-security areas. One guard can 
sit at a desk and watch many corri- 
dors or entrances. 

A guard costs about $6,000 a year; 
4.5 men per post, seven days a week 
are needed if the premises are to be 
patrolled 24 hours a day. By elimi- 
nating one post, a company could 
save as much as $27,000 a year mi- 
nus the cost of the TV. 

Personnel training is another use 
of closed-circuit TV that is growing 
in importance. Only recently, at a 
conference in St. Louis, 1,700 ma- 
chine accountants were able to view 
the operations of three large computer 
installations on a giant screen in a 
hotel auditorium. 

So far, the surface has only been 
scratched in the closed-circuit TV 
field. Undoubtedly the future will 
see closed-circuit TV playing an in- 
creasingly important role in business 
communications. + 
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Some companies aren’t aware of the 
many jobs that the U.S. Employment 
Service will handle for them—gratis . . 


PERSONNEL 
SERVICES 


for the asking 


By Frank M. Kleiler 


Condensed from American Business 


A NEW YORK MANUFACTURER of 
electrical appliances recently decided 
to open a plant in California. Explor- 
ing several possible locations, a com- 
pany representative interviewed the 
manager of the public employment 
service in each town. 

From the interviews, he obtained 
data on the number and type of un- 
employed, wages, fringe benefits, 





turnover experience, and character- 
istics of the labor market for the area. 
The company had learned from ex- 
perience that the public employment 
office is the most reliable source of 
such information. The firm’s man- 
agement in New York analyzed the 
data and (because other factors were 
about equal) selected the town which 
seemed to have the most satisfactory 
labor supply at the lowest prevailing 
rates. 

The company then gave the local 
employment office in the selected 
town a complete set of job specifica- 
tions which had been developed for 
a similar plant, and indicated how 
many employees would be needed for 
each job in the new plant. 

Two months before the plant was 
to open, the public employment 
service began interviewing and testing 
candidates. The manager of the new 
plant soon had an ample supply of 
screened, pretested applicants from 
which to choose. By utilizing the 
facilities of the public employment 
service, the company saved some of 
the major costs of recruiting labor. 

In another case, a frozen-food firm 
constructed a $1 million plant in 
Minnesota to produce frozen meat 
pies. It forewarned the local employ- 
ment office that it would need about 
150 workers. For its guidafice, the 
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employment service requested a work 
or process flow chart and specifica- 
tions for entry jobs, but the employer 
did not have his manpower needs in 
writing. 

By agreement with the employer, 
an employment service job analyst 
went to the plant and interviewed 
department heads and other key 
personnel. He prepared a preliminary 
staffing schedule, a flow chart, and 
job specifications. Two placement in- 
terviewers from the local employment 
office then made a tour of the plant 
to study the jobs and processes in- 
volved. 

By the time the plant was ready to 
open, both the plant management and 
the public employment office had a 
good understanding of the labor re- 
quirements, and recruiting proceeded 
with a minimum of lost time and 
placement errors. 

Not every company reports such 
happy experiences with the public 
employment service, of course. One 
employer complained that when he 
called a public employment office for 
men to fill five jobs, he was flooded 
with unacceptable candidates, because 
the state service wanted to clear out 
a slew of unemployment compensa- 
tion applicants who needed to show 
they were looking for jobs. 

Many firms claim they can do 
better by advertising for applicants 
and doing their own screening. But 
more and more employers are learn- 
ing that they can get good employees 
and reduce their personnel overhead 
by working closely with local offices 
of State Employment Services affili- 
ated with the United States Employ- 
ment Service. Some employers trust 
the employment service to such an 
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extent that they give it responsibility 
for the actual hiring of some workers. 

“We wouldn't think of opening a 
plant in a new spot without consult- 
ing the government employment office 
in the area,” says an official of a 
multistate concern. “And in the 
nerve-racking weeks of getting a new 
plant to run smoothly, we have found 
the employment office people helpful 
in dealing with problems of job 
analysis, absenteeism, and turnover.” 

A public employment office usually 
has experts in recruiting, but you 
cannot expect good results if you are 
vague or inaccurate in stating your 
needs. You can save time and lessen 
the chance of misunderstanding if 
you are familiar with the employment 
service terminology and classification 
system. 

Certain government reference books 
should be within easy reach. Most 
valuable is the Dictionary of Occupa- 
tional Titles, which identifies about 
22,000 jobs with code numbers, and 
lists about 40,000 different industries. 
Many employers use it in upgrading 
and transfer programs, job and wage 
evaluation, and reconversion plan- 
ning; but it is most useful in recruit- 
ment and placement of workers. 

If you have job titles which differ 
from those in the U.S.E.S. Dictionary, 
the employment office wiil do a trans- 
lation when you place your order. 
Matching jobs and workers at the 
employment office begins with a card- 
sorting operation. Your order is classi- 
fied with a standard occupational title 
and code number, to speed up the 
location of similarly coded prospective 
applicants. 

If the workers you need cannot be 
found in your locality, the U.S.E.S. 
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uses a nationwide clearance system to 
aid in finding the manpower in other 
areas. 

Intelligent recruiting often requires 
testing, and employers can save money 
by using the government's free 
services. Only the largest employers 
in private industry could set up test- 
ing facilities equal to those which the 
government makes available without 
charge in about 1,300 of the 1,800 
full-time local offices. About 1,500 
multiplant employers and thousands 
of smaller firms request test-selected 
applicants from such offices. 

In one instance, a Pennsylvania 
manufacturer of electrical products 
wanted to improve the quality and 
quantity of his production. His 
records showed a_ wide variation 
among workers, especially for “mount- 
ing and grid” operations. When 
hiring workers for this operation, he 
had no reliable measure for rating 
their abilities. 

The local employment office 
brought in a test technician from the 
central office of the State Employ- 
ment Service. After careful study of 
the work at the plant, the test tech- 
nician installed at the local office a 
test which could be used for the 
“mounting and grid” job. In a short 
time, “mounting and grid” became 
the firm’s most efficient operation. 

The employment service uses two 
basic types of tests: (1) aptitude 
tests to measure capacities to learn 
jobs, and (2) trade tests to measure 
occupational skills already acquired. 

Besides a general aptitude test 
battery which covers 22 broad fields 
of work, special aptitude test batteries 
have been developed for about 600 
occupations. Most of these aptitude 
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tests are of the paper-and-pencil 
variety, but many use apparatus to 
measure manual dexterity. If you 
need workers to be trained for jobs 
not covered by these tests, the 
U.S.E.S., with the help of the ap- 
propriate State Employment Service 
may develop a set of new tests to 
meet your specific needs. 

Although recruitment is the main 
service of public employment offices, 
they also offer help on other person- 
nel functions. The employment 
service will not conduct time-and- 
motion studies nor do an industrial 
engineering job, but if requested it 
will assist in training programs, job 
analysis, reduction of turnover, and 
setting up efficient personnel records. 

A printing plant at Yakima, Wash., 
had trouble deciding. whether some 
former employees should or should 
not be rehired. It asked the employ- 
ment service for advice. The em- 
ployment service found the com- 
pany’s personnel records were in- 
adequate, not only for rehire pur- 
poses but also for promotion and 
transfer. The service showed the 
firm how to devise some simple 
records, including exit interview 
check lists, which enabled the firm to 
evaluate employees systematically. 

To make the most effective use 
of employment service facilities, an 
employer should maintain a continu- 
ing relationship with the staff of the 
local employment service, rather than 
wait until his need for help is desper- 
ate. If you anticipate your needs, you 
have a better chance of avoiding a 
shortage. And the employment office 
can keep you informed about labor 
supply and demand on a local, state, 
and national basis. * 
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COMPREHENSIVE HEALTH INSURANCE 


—answer to rising premium costs ? 


By Jerry E. Bishop 


Condensed from The Wall Street Journal 


W mu THE cost of medical care 
rising faster than any other com- 
ponent of the cost-of-living index Cit 
shot up 4.4 per cent just in the past 
year), participants in group health 
plans are being hit with wave after 
wave of premium increases. Since 
many employers pay part or all of 
their health insurance 
premiums, the rising premium rates 
are also becoming a rising cost of 
doing business. At the same time, 
there is growing pressure from 
unions for more extensive coverage. 

As a solution to the growing 
troubles of the traditional types of 
health insurance, a newly developed 
insurance system has been making 
spectacular gains in the past few 
years. It covers the major expenses of 
a serious illness, but leaves minor 
medical costs to be met by the in- 
dividual. Known as comprehensive 
coverage, this system is a radical de- 
parture from the older philosophy of 
“first-dollar coverage” —providing pay- 
ment of smaller as well as larger 
hospital bills—that has always been 
the cornerstone of the major health 


employees’ 


insurance plans. 
The theory behind comprehensive 
coverage is this: By not paying the 


small claims (whose aggregate cost is 
very high because they're so com- 
mon), the insurer can offer more 
extensive benefits to cover serious ill- 
nesses. And he can do this without 
needing the frequent premium boosts 
which some insurance officials blame 
partly on a tendency by policyholders 
to go into the hospital for minor ills 
that would be treated at home if hos- 
pital care weren't “free.” 

The leader in this new trend is, 
strangely enough, not an insurance 
company, but the General Electric 
Co. In 1949, a group of GE execu- 
tives created a plan to insure them- 
selves against the catastrophic costs 
of a major illness. This plan was the 
forerunner of what is known today as 
“major medical” insurance. It was 
quickly adopted by other firms and is 
now the fastest growing type of health 
insurance, covering at least 13 million 
persons. 

The basic provisions 
medical insurance are: 

1. High maximum benefits, rang- 
ing from $5,000 to as much as 
$15,000. 

2. A deductible amount. This is 
a specified sum, $300 to $500 in 
early plans, which the individual must 


of major 
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pay himself before reimbursement by 
the insurer starts. 

3. Co-insurance. This means the 
individual must pay a_ percentage, 
usually 20 per cent, or 25 per cent, 
of covered expenses in excess of the 
deductible amount. 

Thus major medical insurance 
softens the crippling financial blow 
of a catastrophic illness. But the 
deductible amount is so high—from 
$300 to $500—that lower-income 
workers still would be hard hit by a 
severe medical emergency. For this 
reason, many employers in recent 
years have offered their employees a 
combination of coverages—Blue Cross 
and Blue Shield (surgical insurance) 
for basic medical costs, and major 
medical insurance for the most serious 
and expensive illnesses. 

It was almost inevitable that an 
attempt be made to merge the two 
forms of protection into one compre- 
hensive plan. The first major experi- 
ment in this direction was attempted 
in late 1955—again by General 
Electric. GE sought to cover all of 
its 250,000 employees and _ their 
500,000 dependents. 

The GE “comprehensive” plan 
greatly broadened the benefits for- 
merly available under its employee 
medical care program. The new plan 
covers major bills running as high as 
$7,000 a year or $15,000 in a life- 
time. In addition, it has few re- 
strictions on the kind of medical bills 
that will be covered. Besides the 
usual hospital and surgical bills, the 
plan also covers such items as drugs, 
nursing care, blood transfusions, 
anesthetics, X-rays, ambulance serv- 
ices, and iron lungs, all of which are 
often extra-cost items for persons with 
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ordinary health insurance. The plan 
also provides that medical bills will 
be paid whether they are run up in a 
hospital, at home, or in the doctor’s 
office. 

However, GE requires the employee 
to shell out some money from his 
own pocket. Expenses are divided 
into two classes. On “A” expenses— 
hospital and surgical bills—the em- 
ployee must pay the first $25 himself; 
the plan pays the next $225 in full 
and then 85 per cent of the balance. 
“B” expenses include physicians, 
nurses, drugs, and use of laboratory 
and diagnostic equipment. Here, the 
employee pays the first $50 in a 
calendar year and the plan pays 75 
per cent of the balance. If both “A” 
and “B” expenses are incurred in one 
year, the total deductible amount for 
both is only $50, much smaller than 
the usual deductible in major medical 
insurance. 

This differs from basic plans which 
cover most expenses from the first day 
of hospitalization but which also set 
limits on the number of days of hos- 
pitalization for which they will pay 
and the amounts they will pay for 
specific operations. These payments 
frequently do not cover full costs. 

“Most existing plans force people 
into a hospital,” says one GE execu- 
tive. “For example, they provide that 
a $15 diagnostic X-ray is not reim- 
bursable unless the patient enters the 
hospital. In our plan, we’ve made it 
possible for a doctor to practice medi- 
cine as it should be practiced, with- 
out prescribing such things as a hos- 
pital stay just so the patient’s plan will 
pay the bills.” 

The “co-insurance” feature of GE- 
type plans, under which the employee 
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pays a percentage of the bill, also is 
helping to curb abuses, some com- 
panies say. “We know of any num- 
ber of instances where doctors had 
two schedules of fees—one for pa- 
tients with insurance and one for 
those without insurance,” says a 
representative of one firm. 

What helped to win employees to 
GE’s new plan was the implied 
promise that the plan, by discouraging 
abuses, would keep premium rates 
from climbing as rapidly as they 
would under ordinary plans. So far, 
at least, the promise seems to have 
held good. “Our premium rate hasn’t 
gone up since 1956,” recently re- 
ported Russell Hubbard of GE's 
employee benefit department. 

Claims, it’s true, have increased in 
average size from year to year, but 
only about half as much as the na- 
tional average increase in medical- 
care costs. And offsetting this has 
been a 30 per cent decline in the 
number of “petty” claims—those 
under $25. 

The broader benefits available 
under the plan obviously appeal to 
GE employees: 99.2 per cent of those 
eligible have voluntarily switched to 
the new plan. 

GE’s experience is attracting many 
other employers to comprehensive 
plans. It is estimated that some 
12,000 companies have adopted com- 
prehensive plans since GE set up 
its program—4,500 in 1958 alone. 
According to the Health Insurance 
Institute, 5,175,000 persons were 
covered by comprehensive plans at the 
end of 1958, compared with almost 
none three years earlier. 

Moreover, the idea of doing away 
with full coverage of medical bills 
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is creeping into Blue Cross-Blue Shield 
plans, formerly the stronghold of 
“first-dollar” philosophy. 

But comprehensive health insur- 
ance, despite its recent breath-taking 
growth, is far from universally poru- 
lar. “The deductible feature is a very 
sensitive point with unions,” admits 
an executive of one big industrial 
company which has been trying un- 
successfully to persuade its employees 
to switch over. “The coverage of the 
$6 or $8 claim, because it turns up 
so often, seems to be more important 
to most people than coverage of the 
bigger but less frequent expenses.” 

The AFL-CIO on several occasicns 
has leveled criticism at comprehensive 
and major medical insurance. One 
charge is that the deductible provision 
might discourage prompt use of medi- 
cal facilities and might become an 
incentive for letting minor illnesses 
become major ones. Another com 
plaint is that comprehensive medical 
insurance takes away protection from 
the many and gives additional pro- 
tection to the few. According to the 
AFL-CIO, only one out of every 100 
families ever incurs medical expenses 
as high as $1,000 in a year’s time. 

Insurance. officials are quick to offer 
rebuttals. Says an official of New 
York Life Insurance Co., “Health in- 
surance has become a means of 
spreading small payments over all 
employees. We have lost sight of the 
important principles of insurance. 
There is no point to insuring a cost 
which is apt to fall regularly on 
people, because such an item should 
be allowed for in the family budget, 
and the cost of administerir¢ these 
small claims merely adds to the in- 
evitable basic cost.” - 
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ALSO RECOMMENDED 


BRIEF SUMMARIES 
of other timely articles 


GENERAL 


OUR GROWING POPULATION: THREAT 
OR BOOM? By George J. Stolnitz. Busi- 
ness Horizons (Indiana University, 
Bloomington, Ind.), Summer, 1959. 
50 cents. Does rapid population growth 
augur a bigger and better America, or is 
it a threat to our survival? Maintaining 
that alarmist opinions are largely un- 
documented, exaggerated, and almost 
certainly premature, the author dis- 
cusses various aspects of the question— 
rising birthrate, age composition of the 
population, and effects on employment 
and the economy as a whole—and de- 
bunks the traditional fear that popula- 
tion growth can outrun food supply in 
the U. S. (population growth, he says, 
would in fact ease our agricultural sur- 
pluses ). 


THE RUSSIAN MARKET: CAN COM- 
MUNISM COPE WITH FREE CON- 
SUMERS? By Elizabeth Swayne. Printers’ 
Ink (635 Madison Avenue, New York 
22, N. Y.), August 14, 1959. 25 cents. 
In the first of a two-part report on 
radically changing marketing and ad- 
vertising in the Soviet Union, the author 
notes that the Russian housewife is the 
key target for American-style mer- 
chandising techniques such as consumer 
advertising, consumer credit, market re- 
search, mail-order catalogs, and impulse- 
stirring store displays—techniques once 
inveighed against as “capitalistic de- 
vices” designed to enslave the working 
class. According to the author, this 
about-face in merchandising philosophy 
is in part due to the Russian worker’s 
improved purchasing power, and in part 
to the policy of mechanizing the house- 
wife’s chores to free her for outside 
work in industry. 


BUSINESS GIFTS AND AWARDS FOR 
CHRISTMAS AND ALL THE YEAR. 
Sales Management (630 Third Avenue, 
New York 17, N. Y.), September 10, 
1959. $2.00. In addition to an ex- 
tensive catalog of business gifts in all 
price ranges, this special 216-page issue 
contains articles on a survey of business 
gift and award practices in 943 com- 
panies, the practice of providing gifts 
for dealers to give to customers, the 
moral problems of business giving, the 
shopping lists of 1,061 companies, % 
check list of do’s and don’ts for busi- 
ness givers, and how to choose the most 
appropriate gifts for people in different 
geographical regions. 


THE GROWING COST OF BIG GOVERN- 
MENT. By Carroll Kilpatrick. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N. Y.), 
August, 1959. 75 cents. In the cur- 
rent fiscal year, American taxpayers will 
pay more than twice the amount of 
taxes they paid a decade ago, the author 
says, and no real tax relief can be ex- 
pected for many months to come. The 
rise, he points out, is not due to a 
substantial increase in the cost of run- 
ning the government or in the number 
of government employees, but the costs 
of the cold war and an expansion of 
federal activities, especially in areas 
(agriculture, social security, public 
works, aid to state and local govern- 
ments, etc.) where programs, once 
started, grow as the population grows, 
as farm output varies, as unemployment 
rises or falls, or as more persons qualify 
for old age benefi:s—factors that are 
now almost completely beyond the 
control of any administration. - 
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INDUSTRIAL RELATIONS 


MANAGING YOUR MANPOWER. By 
Lawrence Stessin. Dun’s Review and 
Modern Industry (99 Church Street, 
New York 8, N. Y.), August, 1959. 
75 cents. “More and more engineers, 
technicians, and computer operators are 
being employed in American industry, 
and fewer and fewer production and 
maintenance workers are needed.” This 
statement by Everett M. Kassalow, re- 
search director of the AFL-CIO Indus- 
trial Union Department, spotlights the 
challenge to labor—to recruit white- 
collar workers, who now outnumber 
the blue-collar force but who consti- 
tute only 15 per cent of present union 
membership. Predicting that a serious 
campaign will soon get under way, the 
author points out the difficulties in- 
voived and the measures labor is taking 
to accomplish its task. 


JOB DESCRIPTIONS FOR EXECUTIVES. 
By John K. Hemphill. Harvard Business 
Review (Soldiers Field, Boston 63, 
Mass.), September-October, 1959. Re- 
prints, $1.00. A good method of de- 
scribing executive jobs should help man- 
agement by defining the area of an 
executive’s activity and _ responsibility, 
establishing an objective basis for ap- 
praising a manager’s performance, pro- 
viding a rational basis for paying dif- 
ferent salaries, and serving as a valu- 
able guide in the development of man- 
agement ability. In this article, the 
author outlines a method of analyzing 
management jobs that attempts to de- 
termine ten dimensions of executive 
positions that the author believes pro- 
vide a clearer way of looking at the 
similarities and differences in executive 
work. 


MARKETING 


AGENCY-CLIENT COST BATTLE: WHO 
SHOULD PAY FOR WHAT? Printers’ 
Ink (635 Madison Avenue, New York 
22, N. Y.), July 24, 1959. 25 cents. 
Sharp controversy between advertising 
agencies and their clients as to who 
should pay for what kind of research 

market and product research in particu- 
lar—prompted this article, which gives 
the results of a survey of advertisers, 
agencies, and the research firms that 
work for both. This article comes out 
for the agencies, maintaining that the 
new market research tools cannot be 
fully utilized until advertisers accept 
their responsibility for financing their 
use, and criticizing the 15 per cent 
commission system which relates agency 
compensation to volume of media used 
regardless of the time, effort, or money 
spent by the agency on all services. 


PLANNED OBSOLESCENCE. By John B. 
Stewart. Harvard Business Review 
(Soldiers Field, Boston 63, Mass.), Sep- 
tember-October, 1959. Reprints $1.00. 
Judging from the survey responses re- 
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ceived from more than 3,000 business- 
men, the majority of American execu- 
tives feel that, for the long-run benefit 
of the United States, too large a part of 
our present economy is based on super- 
ficial product obsolescence. The author 
of this report has analyzed the survey 
results, and he reports the answers ex- 
ecutives give to such questions as: Does 
our prevailing system of model produc- 
tion and promotion make good and 
sensible use of our resources and pro- 
ductive capacity? Does the system 
create an artificially short life for the 
goods we do produce, and thereby re- 
sult in some sort of disutility? If so, 
can businessmen duck ail responsibility 
by replying that ‘the consumer is king 
—we only make what he wants”? 


HOW FIVE BIG ADVERTISERS USE 
SPLIT-RUNS. By Lawrence M. Hughes. 
Sales Management (630 Third Avenue, 
New York 17, N. Y.), October 2, 1959. 
50 cents. Whether used to introduce 
new products fast, exploit local oppor- 
tunities, or test products and promo- 
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tions, split-run advertising has proven a 
valuable and maneuverable technique, 
according to this article, which reports 
on its use in five companies (General 
Mills, Inc., Philco Corp., Deere & Co., 
Doubleday & Co., and Northern Paper 
Mills). Conditions in a particular re- 
gion determine the type of ad to run 


there, and a magazine distributed in 
the East may carry a different ad in 
the West for the same advertiser: Deere 
& Co., for example, promotes different 
tractors in Farm & Ranch to meet dif- 
ferent problems of tobacco, cotton, rice, 
and tall and short grass farmers in 
specific areas of the South. 


PACKAGING 


PACKAGING’S WONDER CHILD: AERO- 
SOL. Sales Management (630 Third 
Avenue, New York 17, N. Y.), August 
21, 1959. 50 cents. Although produc- 
tion of areosol products has been grow- 
ing at a rate of 20 to 25 per cent per 
year, industry has only begun to ex- 
ploit their potentialities, according to 
this article, which describes some of the 
latest uses for push-button dispensers 
and points out some of the technical 
problems still unsolved: e.g., the dis- 
penser’s tendency to lose pressure be- 
fore it is empty. A new wave of aerosol- 
packed food products is expected when 
Du Pont reieases “Freon C318,” a com- 
pressed gas acceptable for propelling 
food products, which will be more ex- 
pensive than non-food propellents but 
is expected to decrease in price. 


THE PRICE-MARKING PROBLEM. Mod- 
ern Packaging (575 Madison Avenue, 
New York 22, N. Y.), September, 1959. 
One reason for the growing trend to- 
ward factory pre-pricing of products is 
that stamping retail prices by hand 
takes 22 per cent of all supermarket 
man-hours and one cent out of every 
sales dollar. But there are objections 
to the practice, (some merchandisers 
say that the violet-blue hand stamp is 
regarded as a symbol of advantageous 
price, and that shoppers suspect they 
are not getting a bargain when the price 
is too obviously printed by the manu- 
facturer), and this article presents a 
pro and con discussion, together with 
descriptions of pre-pricing methods now 
being used in many production-line 
operations. 


RESEARCH AND DEVELOPMENT 


PICKING THE RIGHT PLASTIC FOR THE 
JOB. By Robert Rockwood. Industrial 
Design. (18 East 50 Street, New York 
22, N. Y.), August, 1959. $1.50. Se- 
lecting the right plastic for a specific 
job, according to this article, entails 
lining up all the properties that a prod- 
uct must have, evaluating their relative 
importance, and taking into account 
what the material and the molding 
process can and cannot do (the great 
danger in plastics lies in their magic- 
wand appeal, their seeming ability to 
do or be anything the designer desires). 
This detailed discussion (with charts) 
provides a list of factors that must be 
considered in making a choice: cost, 
weatherability, temperature, strength, 
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resistance to stains and scratches, and 
resistance to fire and burns. 


STIMULUS TO BUSINESS PLANNING: 
BASIC RESEARCH. Industrial Research 
(200 South Michigan Avenue, Chi- 
cago 4, Ill.), Summer, 1959. $1.00. 
How valuable to industry is the scientist 
who wonders what makes the grass 
green? This special section explores the 
problems and profitability of basic re- 
search in four articles: (1) Blue-Sky 
Profits, which presents some startling 
statistics on the high percentage of re- 
turn for basic research expenditures; 
(2) Research Business Vs. Research 
Institutes, presenting two opposing 
views as to who should conduct basic 
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research; (3) The Martin Co.’s Well- 
spring of Ideas, a report on 50 top 
scientists in that company, whose basic 
research is tomorrow's technology; and 
(4) Our Non-Scientific Government, 


which explains why scientists played a 
greater role in our government 150 
years ago than they do today, and offers 
some suggestions for correcting this 
situation. 


FOREIGN OPERATIONS 


MEETING JAPAN’S NEW IMPORT 
CHALLENGE. By Kurt Barnard. Dun’s 
Review and Modern Industry (99 
Church Street, New York 8, N. Y.), 
August, 1959. 75 cents. One of every 
two stainless steel flatware sets pur- 
chased in the United States last year 
was Japanese, the author reports, as 
were more than a third of all portable 
radios sold and $40 million worth of 
toys—factors that contributed to the 
$500 million worth of Japanese goods 
shipped to these shores in 1958. Point- 
ing out that the competition of low 
prices made possible by low produc- 
tion costs have pushed entire industries 
to the wall, the author describes how 
some manufacturers are attempting to 
meet the challenge by setting up pro- 
duction facilities of their own in Japan, 
where they are able to benefit from the 
same industrial conditions that pre- 
viously worked against them. 


EUROPE AT SIXES AND SEVENS. By 
Michael Heilperin. Fortune (9 Rocke- 
feller Plaza, New York 20, N. Y.), 
October 1959. $1.25. The upcoming 
formation of the European Free Trade 
Association (Britain, Norway, Denmark, 
Sweden, Portugal, Austria, and Switzer- 
land) poses a challenge to U.S. busi- 
nessmen and _ policy-makers, judging 
from this article, which compares the 
Association with the Common Market 
and describes the dangers to European 
unity inherent in this split into two 
trading blocs. Both will lower internal 
tariffs, but whereas the Common Mar- 
ket countries will maintain a common 
tariff wall against outsiders, members of 
the Free Trade Association will be free 
to negotiate their external tariffs inde- 
pendently: in either case, the U.S. faces 
discrimination, and is preparing nego- 
tiations for tariff reductions with both 
alliances. 


INSURANCE 


CAN LIFE INSURANCE ADJUST TO IN- 
FLATION? By F. J. McDiarmid. Business 
Horizons (Indiana University, Bloom- 
ington, Indiana), Summer, 1959. $2.00. 
Ever-increasing inflation (since 1940, 
the dollar has lost over half of its 
value and is still on the downgrade) 
is forcing changes in the nature of life 
insurance investments, says the author, 
who examines proposals for hedging 
against the inflationary trend: e.g., 
equity investments such as real property 
and common stocks. This article pin- 
points advantages and drawbacks of the 
proposals, and describes basic changes 
necessary in investment laws and the 
life insurance contract. 


INSURANCE PROTECTION FOR CAPITAL 
ASSETS. The Controller (2 Park Avenue, 
New York 16, N. Y.), September, 1959. 
65 cents. Providing a run-down on the 
available types of insurance policies and 
protection for capital assets, this article 
presents a summary of methods for 
determining insurable values, giving the 
advantages and disadvantages for each; 
discusses cost considerations in relation 
to the amount and type of coverage 
needed; takes up preparation prior to a 
loss, activities upon a loss, and claim 
preparation (this last is more than an 
accumulation of figures—it requires 
detailed knowledge of the property 
damaged); and explores tax aspects. 
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YARDSTICKS FOR INDUSTRI- 
AL RESEARCH. By _ James 
Brian Quinn. The Ronald Press 
Company, New York, 1959. 
224 pages. $6.50. 


Reviewed by Philip Marvin* 


In today’s technological climate, 
research and development activities 
are a major management responsi- 
bility. Although these activities are 
very costly, some corporations have 
successfully turned their research dol- 
lars into profit dollars. Others, how- 
ever, have failed miserably. Why? 
Mainly because they have no efficient 
yardsticks with which to measure 
their research efforts. 

It stands to reason that what we 
can measure we can better under- 
stand. Just as the measurement of 
work performance and output is vital- 
ly important to the administration of 
complex corporate affairs, so is the 
measurement of the operating effec- 
tiveness of the organization’s research 
and development function. No one is 
really sure how to perform such a 
measurement, but Dr. Quinn has 
tried to sort and sift the available 
know-how and to synthesize a work- 
able method. To do so, he has had 


* Manager, AMA Research & Develop- 
ment Division. 
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= SURVEY OF BOOKS 
FOR EXECUTIVES 


to penetrate the jungle of interlacing, 
complex, and often meaningless prac- 
tices commonly used by companies to 
evaluate their industrial research. He 
emerges somewhat scarred—but suc- 
cessful. At the outset, Dr. Quinn in- 
troduces his segmental approach to 
research evaluation. Although this is 
a good first attempt at pioneering in 
an area where so many others have 
perished, not every reader will be 
willing to buy this approach. In creat- 
ing it, however, Dr. Quinn has de- 
veloped a wealth of valuable source 
material that may well serve as a 
basis for further exploratory work. 
Recognizing the limitations imposed 
by the very nature of research and 
development, Dr. Quinn cautions that 
“mathematical techniques should be 
avoided where they do not measure 
what they purport to assess. . . . Dif- 
ferent criteria and different tech- 
niques are required to appraise each 
important segment of an industrial 
research program. One can no more 
sum all these techniques and criteria 
into a single measure of research ef- 
fectiveness than he can sum oranges 
and locomotives and have anything 
but the same oranges and locomo- 
tives.” This is, indeed, a fundamental 
fact that a good many people over- 
look in measuring research results. 
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Dr. Quinn does a good job of 
analyzing some of the problems in- 
herent in using these quantitative 
yardsticks, as well as pointing out the 
futility of using elaborate formulas 
when the terms themselves must be 
based on individual judgments. Com- 
plex formulas, he cannot 
contribute mathematical precision to 
the inexact judgments that must be 
used in evaluating so many important 
phases of over-all research and de- 
velopment operations. 

One of the particularly valuable 
“extras” provided by Dr. Quinn is his 
bibliography of literature on research 
management. So many of the bibliog- 
raphies in this area reflect a super- 
ficial survey of the subject; this one 
does credit to its author. 

Although Dr. Quinn demonstrates 
an ability to be both comprehensive 
in his research and selective in his 
material, any literary journey into a 
relatively new area affords the re- 


stresses, 


viewer an opportunity for construc- 
tive criticism—which, incidentally, 
should not be taken as an adverse 
reflection on the quality of the work 
as a whole. In fact, the painstaking 
effort that has obviously gone into 
the development of Dr. Quinn’s 
Yardsticks for Industrial Research 
makes it all the more advisable to 
offer criticisms that may be 
remedied in future editions. 

The first point, although relatively 
minor, is one that strikes the reader 
immediately. At the outset of the 
book, Dr. Quinn includes a chart 
showing research and development 
expenditures as a percentage of gross 
national product—but his data stop 
at 1954. For a book bearing the pub- 
lication date of June, 1959, such ob- 


some 
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solescence seems inexcusable, 


espe- 
cially since all the pertinent data are 
available through 1958. The untime- 
liness of this chart tends to imbue 
the informed reader with a suspicious 
attitude toward the rest of the book— 


an attitude that is totally unwar- 
ranted, since most of the text is real- 
ly very well documented. 

Also open to criticism are the 
criteria by which Dr. Quinn deter- 
mined his selection of industrial con- 
tacts. He states that he concentrated 
on large concerns in the chemical 
and electrical industries, and _ that 
only industrial research undertaken 
for the primary purpose of commer- 
cial exploitation was considered. Re- 
search conducted primarily for the 
government or for the production of 
technology for sale to other concerns 
was eliminated. He then attempts to 
select industrial classifications—name- 
ly, the chemical and electrical groups 
—which he regards as having the 
highest relative activity in commercial 
research. Mechanical industries, he 
asserts, spend large sums on research 
and development but tend to empha- 
size shorter-range programs in more 
applied spheres. 

All this seems to be an unnecessary 
complication, in view of the fact that 
Dr. Quinn conducted his interviews 
in a group of slightly fewer than 30 
corporations. Might it not have been 
better, in such a limited group, to 
have selected the specific peop’ cap- 
able of directing research and de- 
velopment activities, regardless of the 
industry groups where they are pres- 
ently located? Why be overly con- 
cerned about the company? Some of 
the people responsible for the present 
success of a corporation have since 
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gone on to other assignments in other 


that trades on the sheer bulk of its 


wi companies or with the government. research activities. 
—-- \nd those who are left behind don’t But these observations should in 
a. necessarily have a complete compre- no way detract from Dr. Quinn’s 
us hension of the success factors inher- work. Almost everyone whose respon- 
all ent in their current positions. sibilities encompass the management 
- Then, too, the effectiveness of the of industrial research and develop- 
al- results would seem to be more im- ment will find something of value in 

portant to the over-all picture than his book, which essembles the views 
he the specific commercial exploitation. of many executives who have been 
pr- Indeed much of our military work— plagued by the problem of evaluating 
- excluded by the author—is extreme- research and development efforts. 
ed ly worthwhile. It has a very specific The establishment of yardsticks for 
-al objective of protecting our way of industrial research is an important 
at living and our way of doing business. subject today. And, with technology 
_ Moreover, portions of government- accelerating at such an alarming 
-~ sponsored research are commercially rate, it will be an even more im- 
= applied by the corporation conducting portant subject in the days to come. 
be the research. Dr. Quinn is, therefore, to be com- 
of Finally, the quality of the research mended for his foresight in conduct- 
as conducted by a corporation seems to ing this study. He is also to be con- 
to me to be more important than its gratulated for his courage in pio- 
e- quantitv. A small company with an neering in an area where one is so 
Ds extremely limited research budget likely to be told, “I don’t know how 
* may produce results thet are far su- to do this, but I do know your way 
al perior to those of a large company won't work.” 
1€ 
‘h 
a- 
re 

. 

y Briefer Book Notes 
: (Please order books directly from publishers) 
0 
. MARKETING 
oO ANALYZING AND IMPROVING MARKETING PERFORMANCE: “Marketing 
" Audits” in Theory and Practice. (AMA Management Report No. 32.) Amer- 
a ican Management Association, Inc., New York, 1959. 139 pages. AMA 
members, $2.50; non-members, $3.75. Includes papers on marketing audits 
e by leading authorities on the subject, with accounts of the experiences of 
- many actual companies in analyzing and improving marketing operations. 
. HOW TO OUTSELL THE BORN SALESMAN. By William W. Frank and Charles 
f L. Lapp. The Macmillan Company, New York, 1959. 226 pages. $4,50. 
it A self-help text addressed principally to salesmen of insurance, automobiles, 
e real estate, retail merchandise, and specialty items. Numerous actual 
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conversations between a salesman and his prospect are provided, and end-of- 
chapter summaries serve to further stress the basic fundamentals of sales 
strategy. 


PROCEEDINGS: Advertising and Sales Promotion Executives. (Fifteenth 
Annual Conference.) The Ohio State University, Columbus, Ohio, 1959. 
91 pages. Gratis. These proceedings include papers on distribution problems 
in mass marketing, the American consumer, showmanship in advertising, 
and advertising in the public utility field. 


FOREIGN OPERATIONS 


INTERNATIONAL FINANCIAL TRANSACTIONS AND BUSINESS CYCLES. By 
Oskar Morgenstern. Princeton University Press, Princeton, N. J., 1959. 591 
pp. $12.00. By exploring certiin types of contact, notably interest and ex- 
change rates, this book, which is based on extensive statistical material and 
analysis, examines the specific manner in which economic disturbances spread 
through financial markets and operations among the economies of the United 
States and other countries. It is primarily concerned with the classical period 
of the gold standard, 1870-1914, and with the period of changed conditions 
between the two World Wars, 1925-1938. 


INVESTING AND LICENSING CONDITIONS IN 32 LEADING MARKETS. Busi- 
ness International, New York, 1958. 72 pages. $50.00. An analysis of the 
regulations governing manufacturing and licensing in 32 foreign countries, 
this study evaluates the favorable and unfavorable conditions in each coun- 
try, including limitations on ownership and management, taxes, patent and 
trade mark laws, tax waivers and other special incentives designed to attract 
foreign investors, import regulations affecting machinery and raw matcrials, 
export to other markets, and transfer of royalties and profits in dollars. 


FOREIGN COMMERCE HANDBOOK: Basic Information and a Guide to 
Sources. (Thirteenth Edition.) Foreign Commerce Department, Chamber 
of Commerce of the United States, Washington, D. C., 1959. 151 pages. 
$2.00. This new edition takes into account the changes in international con- 
ditions in recent years and the development of new services since the publi- 
cation of the last edition in 1955. Concise and basic information is provided 
on all aspects of the subject. 


LEGAL PROBLEMS OF INTERNATIONAL TRADE. Fdited by Paul O. Prochl. 
University of Illinois Press, Urbana, IIl., 1959. 453 pages. $6.50. A com- 
prehensive introduction to the legal and institutional problems of interna- 
tional trade, particularly as they relate to the new St. Lawrence Seaway era. 
Prominent authorities in education, government, industry, and law cover 
such topics as the future of the Port of Chicago, the legal framework of 
the St. Lawrence Seaway, labor problems, foreign trade policies, and the 
Export-Import Bank. 


BUSINESS OPERATIONS IN FRANCE: A Guide for American Investors. 
Comite Franc-Dollar, Washington, D. C., 1959. 55 pages. Gratis. Among 
the topics covered are establishing a business in France, the location of 
French industries, and the country’s basic operating conditions and foreign 
trade. 
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MODERN AMERICAN ANTITRUST LAW: A Guide to Its Domestic and 
Foreign Application. By Heinrich Kronstein, et al. Oceana Publications, 
New York, 1958. 319 pages. $7.50. A clarification of the antitrust laws, 
this book is divided into ten chapters, each dealing with a major current 
antitrust problem. Includes an excellent discussion of restraints in inter- 


national trade. 


SOURCES OF FINANCING LATIN AMERICAN FOREIGN INVESTMENT AND 
ECONOMIC DEVELOPMENT. By Rita Hauser. Inter-American Bar Associa- 
tion, Washington, D. C., 1959. 33 pages. $1.00. One of the reports of 
the Foreign Investment Committee of the Inter-American Bar Association 
presented at the Association’s eleventh conference, held in Miami, Florida, 
in April of this year. Gives a complete summary of the existing sources of 
financing operations in Latin America. 


INDUSTRIAL CHANGE IN INDIA: Industrial Growth, Capital Requirements, 
and Technological Change, 1937-1955. By George Rosen. The Free Press, 
Glencoe, IIl., 1959. 243 pages. $5.00. Beginning with a general picture of 
industry in India, the author traces the growth of five specific industries since 
1937 and goes on to discuss the employment potential of this growth. He 
also examines some of the problems and implications of the future develop- 
ment of the manufacturing industry for the Indian economy as a whole. 


CORPORATE RECORDS RETENTION: A Guide to Canadian Federal and 
Provincial Requirements. (Volume 2.) By Robert B. Wheelan. Controller- 
ship Foundation, Inc., New York, 1959. 275 pages. $10.00. (Members, 
$7.50.) Aimed at clarifying Canadian statutes and regulations regarding the 
length of time corporate records must be retained, this volume sets forth the 
requirements of 12 industries in pzrticular and of business in general, as 
well as giving the regulations in applicable fields of taxation, labor, trade, 
and commerce. 


Publications Received 


(Please order books directly from publishers) 


GENERAL 


PRODUCTIVE BUSINESS WRITING. By 





MANAGEMENT AIDS FOR SMALL 
MANUFACTURERS. (Annual No. 5.) 
Edited by Edward L. Anthony. Super- 
intendent of Documents, U.S. Govern- 
ment Printing Office, Washington, 
D. C., 1959. 81 pages. 45 cents. 


TRANSLATORS AND TRANSLATIONS: 
Services and Sources. Edited by 
Frances E. Kaiser. Special Libraries As- 
sociation, New York, 1959. 60 pages. 
$2.50. 


A READING LIST ON BUSINESS AD- 
MINISTRATION. (Seventh Revision.) 
The Amos Tuck School of Business Ad- 
ministration, Dartmouth College, Han- 
over, N. H., 1958. 68 pages. $2.00. 
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William P. Boyd and Raymond V. Les- 
ikar. Prentice-Hall, Inc., Englewood 
Cliffs, N. J., 1959. 513 pages. $8.00. 


THE ART DIRECTOR AT WORK. Edited 
by Arthur Hawkins. Hastings House, 
Inc., New York, 1959. 72 pages. $6.50. 


AMERICAN BUSINESS WRITING. By 
Harvey E. Drach. American Book Com- 
pany, New York, 1959. 496 _ pages. 
$4.95. 

PROFESSIONAL PRACTICES IN MAN- 
AGEMENT CONSULTING. Assgciation 


of Consulting Management: Engineers, 
Inc., New York, 1959. 96 pages. $2.75. 
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AMA CONFERENCE CALENDAR 


NOVEMBER, 1959-JANUARY, 1960 


CONFERENCE LOCATION 


November 2-4 GENERAL INSURANCE COon- Drake Hotel 
FERENCE Chicago 


November 23-25 SpeciAL RESEARCH AND DeE- Ambassador Hotel 
VELOPMENT CONFERENCE: Los Angeles 


Capitalizing on Technology 


January 20-22 SPECIAL RESEARCH AND De- Roosevelt Hotel 


VELOPMENT CONFERENCE New York 


January 25-27 INTERNATIONAL MANAGEMENT Roosevelt Hotel 


CONFERENCE New York 





To register or to obtain additional information on any of the conferences listed above, please 


contact Department M11, American Management Association, 1515 Broadway, New York 36, N.Y. 
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